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Union Pacific demonstrated numerous 
service advances and continued finan- 
cial growth in 2001, in spite of the 
unsettled economy. The linchpins of 
our successes: > Focusing on what 
most satisfies our customers > Adding 
value while reducing costs > Balancing 
innovation with reliable execution. 

At the Railroad, the diversity of our 
business lines and our unparalleled 
franchise formed the foundation for our 
accomplishments. At Overnite, it was 
speed of delivery and guaranteed reli- 
ability. New services were introduced 
regularly to attract new customers 
while alliances extended the range of 
those services. In all, 2001 was a 
year when smart solutions devised by 
dedicated employees helped us cement 
our role as a vital link in America’s 
transportation network. 


OUR EMPLOYEES ARE AT THE HEART OF 


___ RELIABLE, CONSISTENT SERVICE [S 


FELLOW SHAREHOLDERS, 


Our performance in 2001 demonstrated the strength of our franchise, the sound- 
ness of our strategy and the value of our service. In a difficult economic environ- 
ment, our business remained stable, achieving solid financial results. A few key 
highlights: 


Net income was a record $966 million. 


Diluted earnings per share increased 4% to $3.77, excluding the impact of the 
work force reduction charge in 2000, and gained momentum in the last half of 
the year, with earnings per share up 11% over second half 2000. 


Total revenue rose 1% to a record $12 billion, with increases at both the Railroad 
and Overnite. 


Despite the downturn in the economy, volume at the Railroad grew to a record 
8.92 million carloads. Our diverse business mix paid off with strength in energy 
and agricultural products offsetting the more economically sensitive commodities. 


Free cash flow increased for the third consecutive year to $250 million. This 
enabled us to continue to reduce debt, driving the debt to total capitalization ratio 
down by three percentage points. 


Our stock price increased 12% in 2001, capping a two-year period during which 
the price increased 30% compared to a 22% decline in the S&P 500 and a 52% 
reduction in the NASDAQ Composite Index. 


We have the most powerful franchise in the rail industry, and our challenge 
is to leverage this franchise with the right strategy. Our strategy is focused on bal- 
anced growth, advances in customer service and continuous productivity 
improvement. Our employees are at the heart of bringing this strategy to life, 
leading the way with creative, innovative and intelligent solutions to the challenges 
of our business. 


From left: Leo Suggs, chairman and chief executive 
officer, Overnite; Dick Davidson, chairman and 
chief executive officer, Union Pacific Corporation; 
Ike Evans, president and chief operating officer, 
Union Pacific Railroad. 


BRINGING THIS STRATEGY TO LIFE 


OUR CHALLENGE IS TO LEVERAGE THIS POWERFUL 
FRANCHISE WITH THE RIGHT STRATEGY 


GROWTH 


We believe we will continue to grow revenue faster than the economy by focusing 
on three components: market, price and penetration — all backed by solid service. 
It’s a disciplined approach made actionable by targeting specific customers and 
markets — with the right products and service to drive yield improvement. 

We assume that the market is going to grow at basically the same rate as the 
economy overall, but we believe our franchise provides access to some markets, 
such as Mexico and the booming southwestern United States, that are going to 
grow faster. On the price front, our agenda is aggressive. While price improvement 
is the most efficient way to grow the bottom line, it must be based on products 
and value-added services that customers recognize as best in class — and that’s 
exactly what we’re providing. And, on top of that, we’ve got our sights set on 
growing market share by converting highway business to railroad business on the 
Union Pacific. We’re using quality principles to design and launch services that 
meet customer requirements with a high degree of reliability. In 2001 our new 
services were very successful, with revenue growth of 15%. 


CUSTOMER SERVICE 


Reliable, consistent service is the key to penetrating new markets and growing 
business with our existing customers. We’ve established alliances with the other 
railroads to more effectively meet customer needs and introduce competitive new 
services. For example, our “Express Lane” for perishables running from California 
and the Pacific Northwest to points along the East Coast is partnered with the 
CSX. In 2001, it was 90% on time and had revenue growth of 12%. In addition, 
the “Blue Streak” intermodal service running from Los Angeles to Atlanta, and 
points beyond, interchanges with the Norfolk Southern and has been virtually 
sold out since its inception due to its 99% on-time performance. 

In 2001 we enhanced the ease of doing business for our customers by increas- 
ing our use of technology. At the National Customer Service Center, we imple- 
mented a voice recognition system, an industry first, which allows customers to 


GREAT IDEAS 


Union Pacific employees are not just 
committed to doing their jobs, but 
to making an impact by doing their 
jobs better. Ideas to improve opera- 
tions are continually evaluated — 
none are considered too big or too 
small. Here are just a few examples 
of that innovative thinking: 


Rail Alignment Plates — Mainte- 
nance gangs traditionally used 
wedges and jacks to position rail for 
field welds. However, by implement- 
ing rail alignment plates, Jacob 
Abeyta (below left), Western Region 
Track Maintenance, is able to align 
the rail and complete the weld more 
precisely and in 25% less time. 


Lay-Out Table — Geary Portell, Ken 
Leftridge, Richard Kyburz and Henry 
Skiles (below, from left to right), De 
Soto Car Shop, know that time is 
money, especially when building 300 
steel cars that each require 48 hand- 
assembled supports. Because the sup- 
ports had to be measured and welded 
at specific angles, these men designed 
and built a precision lay-out table 
that ensured consistent angles for 
each support and eliminated 450 
hours of shop time. 


EMPLOYEE PRODUCTIVITY 


GREAT IDEAS continued 


Recyclable Racks — Dick Ander- 
son, Sales, with Dan Schnell and 
Chuck Jordan, National Customer 
Service Center (below, from left to 
right), developed a recyclable racking 
system for shipping auto parts from 
St. Louis to Mexico. The new corru- 
gated cardboard racks replace heavy 
metal racks, improving capacity by 
60%, reducing lading weight by 65% 
and allowing UP to gain a return 
load to the US. 


New Light Bulbs — Orlando Corral 
(below right), Western Region 
Mechanical Department, recom- 
mended replacing the 100-watt 
incandescent light bulbs with more 
efficient 75-watt halogen light bulbs 
in the 16 service areas at Taylor 

Yard. The new bulbs reduce energy 
consumption by 25% and require 
significantly less labor to replace 
because the 30 bulbs in each area last 
three times longer. 


REACHED AN ALL- 


release cars 24 hours a day with just a phone call. We plan to add more function- 
ality in 2002 due to the extremely positive customer response. Additionally, feed- 
back from customer focus groups drove a simplification of our Web pages, 
yielding a 95% increase in customer Internet transactions and earning Union 
Pacific the top ranking for a transportation/shipping Web site from B2B magazine. 


PRODUCTIVITY 


We enter 2002 leaner and with a sharper focus than ever on efficiency throughout 
our operations. Employee productivity reached an all-time high in 2001, and we 
should see continued improvement as we leverage volume growth when the econ- 
omy rebounds. 

Our assets were also more productive in 2001. Our continuing locomotive 
modernization program was a key contributor with 500 new units acquired and 
over 700 units retired. Maintenance costs decreased dramatically and the fuel con- 
sumption rate reached its best level in our history. Longer, heavier trains resulted 
in a 5% increase in average carloads per train. 

Our focus on quality processes has driven these successes. Union Pacific Rail- 
road was a finalist for the Malcolm Baldrige National Quality Award in 2001 and 
the feedback we received about areas of strength and opportunities for improve- 
ment will fuel our ongoing efforts. 


OVERNITE 


The recession had a significant impact on the trucking industry in 2001, but 
Overnite’s employees turned in some of the best financial results in the industry, 
through their focus on profitable revenue growth and on-time performance. 
Operating income at Overnite improved 2% to $54 million in 2001, with record 
revenue of $1.13 billion. 

Improved transit times in over 3,000 lanes, complemented by the recent addi- 
tion of Motor Cargo Industries, enhance Overnite’s one- and two-day service 
lanes, and provide opportunities for revenue growth and improved efficiency. 


OUR VISION REMAINS UNCHANGED 


TIME HIGH 


LOOKING AHEAD 


2001 will be remembered as a difficult year — a recession, high fuel prices and, 
most tragically, the events of September 11. But through it all, our employees rose 
to these challenges. They worked harder than ever in 2001 and reached beyond 
themselves to donate over a quarter of a million dollars to the September 11 relief 
effort, which the company matched dollar for dollar. The dedication, commit- 
ment and pride of our employees is one of the keys to our continued success and 
Id like to thank all of them for their tremendous efforts. Seeking to retain and 
motivate our work force, we are looking for innovative approaches to work/life 
issues throughout the company. I am especially pleased that Working Mother mag- 
azine recognized these efforts in 2001 by naming Union Pacific one of the top 100 
employers for working mothers. 

Td also like to add my special thanks to Bob Bauman, who retired from our 
board of directors in April after 14 years of leadership and guidance. At the same 
time, I’m pleased to welcome Dr. Ernesto Zedillo, former president of Mexico, to 
our board. He brings a great deal of knowledge and experience that will help us 
continue to grow our business both north and south of the border. 

As we look to the future, we believe that our company is well positioned to 
meet the near-term economic challenges and continue to grow and prosper. Our 
vision remains unchanged: To make Union Pacific a company where customers 
want to do business, employees are proud to work and value is created for share- 
holders. By leveraging the strength of our franchise, we believe we can continue to 
deliver financial success and superior returns to our shareholders for many years 
to come. 


Qeudeoe 


Dick Davidson 
Chairman and Chief Executive Officer 
February 21, 2002 
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GREAT IDEAS continued 


Herzog Ballast Car — Using remote 
control and wireless technology 
backed by the Global Positioning 
System (GPS), Dave Steinacher 
(below left), Engineering, and Herzog 
Contracting have reduced the time 
required to unload a ballast train 
from 10 hours to one hour, while 
freeing up a seven-member gang that 
used to manually unload the train. 


Controlled Tractive Effort Loco- 
motives — Bob Farar (below), Loco- 
motive Mechanical, worked with 
General Electric to develop the first 
alternating current locomotive that 
could adjust its tractive effort for use 
in distributed power manifest serv- 
ice. These locomotives reduce transit 
time for manifest trains, increase 
tonnage per train, eliminate helpers, 
add versatility and improve utiliza- 
tion of the locomotive fleet. 


AGRICULTURAL 


PRODUCTS 
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Global Positioning System (GPS) technology 
on Carrier's refrigeration unit enables UP 

to proactively monitor its fleet, pinpointing 
the location of a car and monitoring changes 
in air temperature or quality. 
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Keeping It Cool 


The Express Lane service continued to expand and draw market share from 


trucks in 2001. Operated in partnership with CSX, fresh and frozen fruits and veg- 
etables move in refrigerated equipment across the United States from the Pacific 
Northwest and California to destinations including New York, Boston, Atlanta, 
Lakeland, and Philadelphia. To support the 10% growth in volume, upgraded 
equipment, featuring constant monitoring of air temperature and air quality, is 


being added to the refrigerated boxcar fleet. 


French fry shipper JR Simplot increased its volume 43% during the year, moving 
several hundred million pounds of fries on Union Pacific instead of by truck. This 
customer and others, shipping everything from cheese to carrots, enjoy on-time 
performance of over 90% on the Express Lane, leading to expanded service to 


additional locations east of the Mississippi River in 2002. 
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(from left) Greg Sargis, Steve Brown 
and Don Newton of JR Simplot discuss 
the Express Lane service with Doug 
O'Connor of Union Paéific.~ 
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The auto franchise expanded further in 2001 with contract wins made possible by 


taking time out of the delivery cycle. At Gibson Yard, east of Chicago, UP’s partner 
railroads, Canadian National, CSX and Norfolk Southern, deliver GM vehicles to 
UP for combination into unit trains for faster delivery. In St. Louis, UP collects 
Ford trucks produced in Kentucky and delivers them through Kansas City to west-.. 
ern destinations, a day faster than previously. DaimlerChrysler auto parts made in 
Canada and the upper Midwest cross the border at Laredo, arriving at the plant — 3 
in Mexico two days sooner than by truck. For Toyota, imports at the Port of Long ~~ 6 . — 3 ar 


Beach are loaded for their trip to Houston, two days faster than before. 


Union Pacific now carries 80% of the finished vehicles in the western United 

States with 100% of DaimlerChrysler, 100% of General Motors, 95% of Toyota, 

and over 80% of Ford. During 2001, the four largest automotive manufacturers in 
o . North America — DaimlerChrysler, General Motors, Toyota, and UPS Autogistics, 


representing Ford — each recognized Union Pacific as their rail carrier of the year. —_— 
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olling Pipeline 

Working in partnership with customers Dow Chemical and Occidental Chemical, 
Union Pacific developed a new “pipeline” service designed to shorten delivery 
time. Rather than shipping a small number of cars every day, Occidental Chemical 
now holds cars in its Gregory, Texas facility until there are enough to make a full 
train. That train is then picked up and moved directly to Dow Chemical in 
Freeport, Texas as a unit, avoiding intermediate stops in terminals. This innovative 
approach has reduced the delivery time by 60% and given both the customers and 


Union Pacific significant asset utilization improvements. 


The pilot has been so successful that the concept is being rolled out to other cus- 
tomers in the Gulf Coast chemical complex with the intent of eventually moving 


chemicals in “pipeline” service all the way to both coasts. 
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A coal train (above) leaves Peabody Energy's 
North Antelope/Rochelle Mine in Wyoming 
en route to Midwest Generation’s Will County 
Station in Illinois. At the plant (right), Midwest 
Generation Fuel Department employees Larry 
Siler and Marge Ruane discuss production 
requirements. 
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Reliable Service 


Customers of Union Pacific’s 5-7-9 service from the Pacific Northwest into North- 
ern California (five days), Southern California (seven days), Nevada (nine days) 
and Arizona (nine days) benefited from a 25% improvement in on-time perform- 
ance in 2001. This truck-competitive service, launched in 2000, provides expedited 
movement of goods such as lumber, paper, steel and wallboard along the busy 
Interstate 5 corridor. With improved service reliability, customers have begun to 
shift from truck to the Railroad, driving a 3% increase in revenue in this corridor 


despite the slowdown in the economy. 


Improving the I-5’s service reliability is a key focus” 

for UP's (from left) Ken Hunt, general superintendent, 
Jeff Verhaal, regional vice president — West, and Bob 
Maziarz, geperal director of logistics. . 
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The Long Haul 


Union Pacific’s intermodal strategy is aimed directly at capturing share from 

the long-haul truck market. Several new services targeting that market were intro- 
duced in 2001, notable among them was Blue Streak. Launched in partnership 
with Norfolk Southern, this five-day coast-to-coast service runs from Los Angeles 
to Atlanta. The product takes a completely new approach, with three distinct serv- 
ice levels including a variety of performance and equipment availability guarantees 
across a sliding price scale. Since its inauguration, this new service has been virtu- 
ally sold out, with the majority booked at the highest price level. As customers 
continue to move their business off trucks and onto Union Pacific, additional 


southeastern destinations are targeted for service in 2002. 
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With its continuing focus on improving service, Overnite did well in a very chal- 


lenging economic environment in 2001. Overnite enhanced transit times in more 
than 3,000 lanes, improved its regional and inter-regional product, dramatically 
reduced its customer service response times and added new features to its Web site 


—all while maintaining its 97-98% on-time performance. 


Overnite also continued to progress toward its strategic position as a nationwide 
regional carrier with premium long-haul service. In the first half of 2001, Overnite 
added three new service centers in Benicia and Bakersfield, Calif., and Rolla, Mo. 
The recent purchase of Motor Cargo Industries, with over 30 service centers in 10 
western states, complements Overnite’s nationwide geographic footprint. Motor 


Cargo has an outstanding service product with over 98% on-time delivery and its 


strong regional service enhances Overnite’s regional product west of the Rockies. 
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Union Pacific Corporation and Subsidiary Companies 


FINANCIAL HIGHLIGHTS 


Millions of Dollars, Except Ratios and Per Share Amounts 2001 20001] 19991! 
For the Year 
Operating Revenue ................. 0c ccc eee $11,973 $11,878 $11,237 
Operating INCOmMe 2) joe loa aveelee seuss ee sae vsislenielsain dite dee vintidies 2,072 1,903 1,804 
Income from Continuing Operations .........................005. 966 842 783 
Income from Discontinued Operations ........................... = = 27 
Net INCOMES Jrinctuves cine hai ckevidedelw cinder eihedden be kG 966 842 810 
Per Share — Basic: 

Income from Continuing Operations........................... 3.90 3.42 3.17 

Income from Discontinued Operations ........................ = = 0.11 

Net IMCOMeGs cia sic sernnsndte che d Cate veiteentin goncabuadenn web eras 3.90 3.42 3.28 
Per Share — Diluted: 

Income from Continuing Operations........................... 3.77 3.34 3.12 

Income from Discontinued Operations ........................ 7 = 0.10 

Net Income: sc: itag jue dresden acthatecahernemuithanadtns wt dima 3.77 3.34 3.22 
Dividends Per Share ............0.0. 0.0.0 .c ce ceceeecece cette e ee ee ees 0.80 0.80 0.80 
Operating Cash Flow ..........0.... 0c cc cece ecee ee eeee nett teen eens 1,992 2,053 1,869 
Capital Investments: ...is.c sictepasm eevee arson neers eed 1,736 1,783 1,834 


At Year-End 


Total Assets 20.00.00... te nent nenees $31,551 $30,917 $30,192 
Total Debt. it aveicnecantnti. vets aia ao wale eee tobaees 8,080 8,351 8,640 
Common Shareholders’ Equity .....................0.0. 0c eeeeeees 9,575 8,662 8,001 
Equity Per Common Share ..........0.0.....0.0.0 00 0c cece cece eeeees 38.26 35.09 32.29 


Financial Ratios (%) 


Operating Ratios sccicahia eangdnnetr ues bins bet bidraghuge ehepebiagetes 82.7 84.0 83.9 
Debt to Capital Employed ...........0.0.0...0.. 0s 42.2 45.1 47.6 
Return on Average Common Shareholders’ Equity .............. 10.6 10.1 10.5 


[a] 2000 operating income and net income included a work force reduction charge of $115 million pre-tax and $72 million after-tax 

(see note 15 to the Consolidated Financial Statements in Form 10-K). 

[b] 1999 income from discontinued operations included a one-time, after-tax gain of $27 million from the adjustment of a liability 
established in connection with the discontinued operations of a former subsidiary (see note 3 to the Consolidated Financial Statements in 


Form 10-K). 
Operating Revenue Income from Continuing Operations 
Union Pacific Corporation Union Pacific Corporation 
$ Millions $ Millions 


1,878 11,973 966 


* Excluding $547 million Overnite goodwill revaluation 
** Excluding $115 million pre-tax ($72 million after-tax) 


— - work force reduction charge 
20 
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Commodity Revenue Diversity 
Union Pacific Railroad 


Agricultural Products 14% 


Intermodal 18% 


Automotive 11% 


Industrial Products 19% 


Chemicals 15% 


Energy 23% 


Commodity Revenue Operating Ratio Revenue Per Hundredweight 
Union Pacific Railroad Union Pacific Railroad Overnite Transportation 
$ Millions % $ 


10,270 10,391 95.4 13.74 


* Excluding $115 million pre-tax ($72 million 
after-tax) work force reduction charge 


Operating Cash Flow Capital Investments 
Union Pacific Corporation Union Pacific Corporation 
$ Millions $ Millions 


2,053 2,101 211 
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Union Pacific Corporation and Subsidiary Companies 


Millions of Dollars, 
Except Per Share Amounts and as Indicated 2001 20001! 1999 1998\¢l 1997 1996 
For the Year 
Operating Revenue .......................00.000e ee $11,973 $11,878 $11,237 $10,514 $11,079 $ 8,786 
Operating Income ........................0 0. eee ees 2,072 1,903 1,804 (171) 1,144 1,432 
Income from Continuing Operations ............ 966 842 783 (633) 432 733 
Net INCOME ses cccieed ptad ontae vn sandcasode eau 966 842 810 (633) 432 904 
Per Share — Basic: 
Income from Continuing Operations ......... 3.90 3.42 3.17 (2.57) 1.76 3.38 
NeétIncome:. .:.2¢:haasztncsiartesasaieaahireenmen: 3.90 3.42 3.28 (2.57) 1.76 4.17 
Per Share — Diluted: 
Income from Continuing Operations ......... 3.77 3.34 3.12 (2.57) 1.74 3.36 
Net Income ...................00 000 cece cece eee 3.77 3.34 3.22 (2.57) 1.74 4.14 
Dividends Per Share..................0...00000e 00s 0.80 0.80 0.80 0.80 1.72 1.72 
Operating Cash Flow ...................0:00e scenes 1,992 2,053 1,869 565 1,600 1,657 
At Year-End 
Total Assets ..........0...cc ccc ccc cc ee en eee eeeeeenes $31,551 $30,917 $30,192 $29,590 $28,860 $27,990 
Total DED cc..dsscadsawies eeendaronpewncdiaualadiandtnc 8,080 8,351 8,640 8,692 8,518 8,027 
Common Shareholders’ Equity ................... 9,575 8,662 8,001 7,393 8,225 8,225 
Equity Per Common Share ........................ 38.26 35.09 32.29 29.88 33.30 33.35 


Additional Data 


Rail Commodity Revenue ......................... $10,391 $10,270 $9,851 $9,072 $9,712  $ 7,419 
Trucking Revenue .................0..c cece ees 1,143 1,113 1,062 1,034 946 961 
Rail Carloads (thousands) ......................05. 8,916 8,901 8,556 7,998 8,453 6,632 
Trucking Shipments (thousands) ................. 7,981 7,495 7,708 7,789 7,506 8,223 
Rail Operating Ratio (%) ..............0c eee 80.7 82.3 82.0 95.4 87.4 79.1 
Trucking Operating Ratio (%)!fl 2.0.0.2... 95.3 95.2 98.1 94.8 96.8 104.9 
Average Number of Employees (thousands) .... 60.4 61.8 64.2 65.1 65.6 54.8 
Revenue Per Employee (thousands) .............. 198.2 192.2 175.0 161.5 168.9 160.3 


Financial Ratios (%) 


Debt to Capital Employed ....................0.... 42.2 45.1 47.6 49.4 50.9 49.4 
Return on Avg. Common Shareholders’ Equity .. 10.6 10.1 10.5 (8.1) 5.3 12.4 

[a] Data included the effects of the acquisitions of Motor Cargo as of [d] 1994 net income included a net after-tax loss of $404 million from 
November 30, 2001, Southern Pacific Rail Corporation as of October 1, the sale of the Corporation’s waste management operations. 

1996, Chicago and North Western Transportation Company as of May 1, [e] 1993 net income included a net after-tax charge for the adoption of 
1995 and Skyway Freight Systems, Inc. as of May 31, 1993, and reflects the changes in accounting methods for income taxes, postretirement benefits 
disposition of the Corporation’s natural resources subsidiary in 1996 and other than pensions and revenue recognition, and a one-time charge for 
waste management subsidiary in 1995 and Skyway Freight Systems in 1998. __ the deferred tax effect of the Omnibus Budget Reconciliation Act of 1993. 
[b] 2000 operating income and net income included $115 million pre-tax [f] Excluded goodwill amortization in all years, and the revaluation of 
($72 million after-tax) work force reduction charge (see note 15 to the goodwill in 1998. 


Consolidated Financial Statements in Form 10-K). 
[c] 1998 operating loss and net loss included a $547 million pre- and after- 
tax charge for the revaluation of Overnite goodwill. 
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Operating Income 


Union Pacific Corporation 
1995 199414] 1993le] 1992 


$ Millions 


2,500 


$ 7,486 $6,492 $6,002 $ 5,773 
2,000 


1,242 1,145 1,015 992 
619 568 412 456 Aee 
946 546 530 728 
1,000 
3.02 2.77 2.01 2.24 
4.62 2.66 259 3.58 
3.01 2.76 2.00 2.24 
4.60 2.66 2.58 3.57 ; 
= a cee unusual items 
1.72 1.66 1.54 1.42 
ee ane ae i Gross Ton-Miles Per Employee 
Union Pacific Railroad 
Millions 
$19,500 $14,543 $13,797 $12,901 
6,364 4,479 4,105 4,035 
6,364 5,131 4,885 4,639 
30.96 24.92 23.81 22.75 


$6,105 $5,216 $ 4,873 $ 4,819 


976 1,037 939 873 
5,568 4,991 4,619 4,458 
8,332 8,593 8,206 7,669 
78.1 77.9 79.1 79.0 
103.0 91.3 90.2 90.9 
49.5 45.5 44.0 42.8 
151.2 142.7 136.4 134.9 
50.0 46.6 45.7 46.5 

16.5 10.9 11.1 16.5 
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Item 1. Business 
CORPORATE STRUCTURE 


Union Pacific Corporation (UPC or the Corporation) was incorporated in Utah in 1969. The Corporation's principal 
executive offices are located at 1416 Dodge Street, Room 1230, Omaha, NE 68179. The telephone number at that 
address is (402) 271-5777. The Corporation's common stock is listed on the New York Stock Exchange under the symbol 
"UNP". The Corporation operates primarily in the areas of rail transportation, through its indirect wholly owned 
subsidiary Union Pacific Railroad Company (UPRR or the Railroad), and trucking, through its indirect wholly owned 
subsidiaries Overnite Transportation Company (Overnite) and, subsequent to November 30, 2001, Motor Cargo 
Industries, Inc. (Motor Cargo). The details of strategic transactions in recent years are as follows: 


Southern Pacific — During 2001, UPC completed its integration of Southern Pacific’s rail operations (see notes 1 and 2 
to the Consolidated Financial Statements, Item 8). UPC consummated the acquisition of Southern Pacific in September 
1996 for $4.1 billion. Sixty percent of the outstanding Southern Pacific common shares was converted into UPC common 
stock and the remaining 40% of the outstanding shares was acquired for cash. UPC initially funded the cash portion of 
the acquisition with credit facility borrowings, all of which have been subsequently refinanced with other borrowings. 
The acquisition of Southern Pacific has been accounted for using the purchase method of accounting and was fully 
consolidated into UPC results beginning October 1996. 


Mexican Railway Concession — During 1997, the Railroad and a consortium of partners were granted a 50-year 
concession to operate the Pacific-North and Chihuahua Pacific lines in Mexico and a 25% stake in the Mexico City 
Terminal Company at a price of $525 million. The consortium assumed operational control of both lines in 1998. In 
March 1999, the Railroad purchased an additional 13% ownership interest for $87 million from one of its partners. The 
Railroad currently holds a 26% ownership share in the consortium. This investment is accounted for using the equity 
method of accounting. 


Motor Cargo — The Corporation entered into an Agreement and Plan of Merger, dated October 15, 2001 (the 
Agreement), with Motor Cargo, a Utah corporation, and Motor Merger Co., a Utah corporation and wholly owned 
subsidiary of UPC, pursuant to which, the Corporation agreed to offer to exchange for each share of Motor Cargo 
common stock, no par value (Motor Cargo Stock), at the election of the holder, either 0.26 of a share of common stock, 
par value $2.50 per share, of the Corporation or $12.10 in cash. Asa result of the exchange offer, UPC acquired 99.7% 
of Motor Cargo Stock as of November 30, 2001, and therefore, Motor Cargo's results of operations were consolidated 
with the Corporation subsequent to November 30, 2001. The Corporation utilized approximately 1.7 million shares of 
UPC common stock in the exchange. In February 2002, the Corporation completed the acquisition of the remaining 
shares of Motor Cargo Stock, and Motor Merger Co. was merged with Motor Cargo leaving Motor Cargo as the surviving 
corporation. After completion of the merger, the trucking segment of the Corporation now includes Overnite and Motor 
Cargo operating as separate and distinct companies under Overnite Corporation, a newly formed holding company. 
Under the purchase method of accounting, the purchase price was approximately $85 million, including assumed 
liabilities. 


OPERATIONS 


Union Pacific Corporation consists of two reportable segments, rail and trucking, as well as UPC’s other product lines 
(Other). The rail segment includes the operations of UPRR and UPRR’s subsidiaries and rail affiliates (collectively, the 
Railroad). The trucking segment includes the operations of Overnite and, subsequent to November 30, 2001, Motor 
Cargo. The Corporation's other product lines are comprised of the corporate holding company (which largely supports 
the Railroad), Fenix LLC and affiliated technology companies (Fenix), self-insurance activities and all appropriate 
consolidating entries (see note 1 to the Consolidated Financial Statements, Item 8). 


Rail 


Operations — The Railroad is a Class I railroad that operates in the United States. It has over 33,000 route miles linking 
Pacific Coast and Gulf Coast ports to the Midwest and eastern United States gateways and providing several north/south 
corridors to key Mexican gateways. The Railroad serves the western two-thirds of the country and maintains coordinated 
schedules with other carriers for the handling of freight to and from the Atlantic Coast, the Pacific Coast, the Southeast, 
the Southwest, Canada and Mexico. Export and import traffic is moved through Gulf Coast and Pacific Coast ports and 
across the Mexican and Canadian borders. Railroad freight is comprised of six commodity lines: agricultural, automotive, 
chemicals, energy, industrial products and intermodal. The Railroad continues to focus on utilization of its capital asset 
base to meet current operating needs and to introduce innovative rail services across every commodity line. 


The Railroad is subject to price and service competition from other railroads, motor carriers and barge operators. The 
Railroad's main competitor is Burlington Northern Santa Fe Corporation. Its rail subsidiary, The Burlington Northern 
and Santa Fe Railway Company (BNSF), operates parallel routes in many of the Railroad's main traffic corridors. In 
addition, the Railroad's operations are conducted in corridors served by other competing railroads and by motor carriers. 
Motor carrier competition is particularly strong for intermodal traffic. Because of the proximity of the Railroad's routes 
to major inland and Gulf Coast waterways, barge competition can be particularly pronounced, especially for grain and 
bulk commodities. 


Employees — Approximately 87% of the Railroad's nearly 48,000 employees are represented by 14 major rail unions. 
National negotiations under the Railway Labor Act to revise the national labor agreements for all crafts began in late 1999. 
In May 2001, the Brotherhood of Maintenance of Way Employees (BMWE) ratified a five-year agreement, which included 
provisions for an annual wage increase (based on the consumer price index) and progressive health and welfare cost 
sharing. The health and welfare cost sharing was a milestone as the BMWE is the first union to make significant cost 
contributions to their health and welfare plan. Contract discussions with the remaining unions are either in negotiation 
or mediation. Also during 2001, much of the operating craft unions' focus was on a proposed merger between the United 
Transportation Union and the Brotherhood of Locomotive Engineers (BLE). In a December 2001 re-vote, the BLE 
resoundingly rejected the merger. Both operating craft unions have indicated a desire to complete national negotiations. 
The Corporation anticipates significant progress in 2002. 


Trucking 


Operations — The trucking segment includes the operations of Overnite and Motor Cargo. Overnite is a major interstate 
trucking company specializing in less-than-truckload (LTL) shipments. Overnite serves all 50 states and portions of 
Canada and Mexico through 170 service centers located throughout the United States providing regional, inter-regional 
and long haul service. Overnite transports a variety of products including machinery, tobacco, textiles, plastics, 
electronics and paper products. Motor Cargo is a western regional LTL carrier that provides comprehensive service 
throughout 10 western states. Motor Cargo transports general commodities including consumer goods, packaged 
foodstuffs, industrial and electronic equipment and auto parts. Overnite and Motor Cargo experience intense service 
and price competition from regional, inter-regional and national LTL carriers and, to a lesser extent, from truckload 
carriers, railroads and overnight delivery companies. Major competitors include USFreightways and CNF Inc. Overnite 
and Motor Cargo believe they are able to compete effectively in their markets by providing high quality, customized 
service at competitive prices. 


Employees — Overnite continues to oppose the efforts of the International Brotherhood of Teamsters (Teamsters) to 
unionize Overnite service centers. Since the Teamsters began their efforts at Overnite in 1994, Overnite has received 90 
petitions for union elections at 66 of its 170 service centers, although there have been only nine elections since August 
1997, and Teamsters representation was rejected in seven of those nine elections. Twenty-two service centers, 
representing approximately 14% of Overnite’s nearly 13,000 nationwide employee work force, have voted for union 
representation, and the Teamsters have been certified and recognized as the bargaining representative for such employees. 
Employees at 18 of these 22 locations have filed decertification petitions since 1999. Elections affecting approximately 
400 additional employees are unresolved, and there are no elections currently scheduled. Additionally, proceedings are 
pending in certain cases where a Teamsters’ local union lost a representation election. To date, Overnite has not entered 


into any collective bargaining agreements with the Teamsters, who began a job action on October 24, 1999, that has 
continued into 2002. As of January 19, 2002, 19 Overnite service centers had approximately 369 employees, less than 3% 
of Overnite’s work force, who did not report to work. Despite the work stoppage, Overnite has managed to improve its 
revenue and profitability on a year-over-year basis. Employees at two Motor Cargo service centers located in North Salt 
Lake, Utah and Reno, Nevada, representing approximately 11% of Motor Cargo's total work force at 30 service centers, 
are covered by two separate collective bargaining agreements with unions affiliated with the Teamsters. Although the 
agreements cover most of the employees at these two facilities, less than half of these covered employees are actual 
members of unions. 


Other Product Lines 


Other — Included in the other product lines are the results of the corporate holding company, Fenix, self-insurance 
activities and all appropriate consolidating entries. 


Other Information 


Additional information regarding UPC's operations is presented within Selected Financial Data, Item 6, and the 
Consolidated Financial Statements, Item 8. 


Governmental Regulation — UPC's operations are currently subject to a variety of federal, state and local regulations (see 
also the discussion of certain regulatory proceedings in Legal Proceedings, Item 3). 


The operations of the Railroad and trucking segment are subject to the regulatory jurisdiction of the Surface 
Transportation Board (STB) of the United States Department of Transportation (DOT) and other federal and state 
agencies. The operations of the Railroad are also subject to the regulations of the Federal Railroad Administration of the 
DOT. The STB has jurisdiction over rates charged on certain regulated rail traffic; freight car compensation; transfer, 
extension or abandonment of rail lines; and acquisition of control of rail common carriers. In March 2000, the STB 
imposed a 15-month moratorium on railroad merger applications between Class I railroads. The moratorium directed 
large railroads to avoid merger activities for 15 months until the STB adopted new rules governing merger proceedings. 
The rulemaking proceeding was completed June 11, 2001. On that date, the moratorium ended, and the STB issued new 
rules to be applied in merger proceedings involving Class I carriers which impose greater protective conditions on future 
transactions to enhance competition. 


The DOT and the Occupational Safety and Health Administration, along with other federal agencies have jurisdiction 
over certain aspects of safety, movement of hazardous materials, movement and disposal of hazardous waste and 
equipment standards. Various state and local agencies have jurisdiction over disposal of hazardous waste and seek to 
regulate movement of hazardous materials in areas not otherwise preempted by federal law. 


Environmental Regulation — UPC and its subsidiaries are subject to various environmental statutes and regulations, 
including the Resource Conservation and Recovery Act (RCRA), the Comprehensive Environmental Response, 
Compensation and Liability Act of 1980 (CERCLA) and the Clean Air Act (CAA). 


RCRA applies to hazardous waste generators and transporters, as well as to persons engaged in treatment and disposal 
of hazardous waste, and specifies standards for storage areas, treatment units and land disposal units. All generators of 
hazardous waste are required to label shipments in accordance with detailed regulations and to prepare a detailed manifest 
identifying the material and stating its destination before waste can be released for offsite transport. The transporter must 
deliver the hazardous waste in accordance with the manifest and only to a treatment, storage or disposal facility qualified 
for RCRA interim status or having a final RCRA permit. 


The Environmental Protection Agency (EPA) regulations under RCRA have established a comprehensive system for 
the management of hazardous waste. These regulations identify a wide range of industrial by-products and residues as 
hazardous waste, and specify requirements for management of such waste from the time of generation through the time 
of disposal and beyond. States that have adopted hazardous waste management programs with standards at least as 


stringent as those promulgated by the EPA may be authorized by the EPA to administer all or part of RCRA on behalf 
of the EPA. 


CERCLA was designed to establish a strategy for cleaning up facilities at which hazardous waste or other hazardous 
substances have created actual or potential environmental hazards. The EPA has designated certain facilities as requiring 
cleanup or further assessment. Among other things, CERCLA authorizes the federal government either to clean up such 
facilities itself or to order persons responsible for the situation to do so. The act created a multi-billion dollar fund to be 
used by the federal government to pay for such cleanup efforts. In the event the federal government pays for such cleanup, 
it will seek reimbursement from private parties upon which CERCLA imposes liability. 


CERCLA imposes strict liability on the owners and operators of facilities in which hazardous waste and other 
hazardous substances are deposited or from which they are released or are likely to be released into the environment. It 
also imposes strict liability on the generators of such waste and the transporters of the waste who select the disposal or 
treatment sites. Liability may include cleanup costs incurred by third persons and damage to publicly owned natural 
resources. The Company is subject to potential liability under CERCLA as an owner or operator of facilities at which 
hazardous substances have been disposed of or as a generator or a transporter of hazardous substances disposed of at 
other locations. Some states have enacted, and other states are considering enacting, legislation similar to CERCLA. 
Certain provisions of these acts are more stringent than CERCLA. States that have passed such legislation are currently 
active in designating more facilities as requiring cleanup and further assessment. 


The operations of the Corporation are subject to the requirements of the CAA. The 1990 amendments to the CAA 
include a provision under Title V requiring that certain facilities obtain operating permits. EPA regulations require all 
states to develop federally-approvable permit programs. Affected facilities must submit air operating permit applications 
to the respective states within one year of the EPA's approval of the state programs. Certain of the Corporation’s facilities 
may be required to obtain such permits. In addition, in December 1997, the EPA issued final regulations which require 
that certain purchased and remanufactured locomotives meet stringent emissions criteria. While the cost of meeting these 
requirements may be significant, expenditures are not expected to materially affect the Corporation’s financial condition 
or results of operations. 


The operations of the Corporation are also subject to other laws protecting the environment, including permit 
requirements for wastewater discharges pursuant to the National Pollutant Discharge Elimination System and storm- 
water runoff regulations under the Federal Water Pollution Control Act. 


Information concerning environmental claims and contingencies and estimated remediation costs is set forth in 
Management’s Discussion and Analysis of Financial Condition and Results of Operations — Other Matters — 
Environmental Costs, Item 7, and in note 12 to the Consolidated Financial Statements, Item 8. 


Item 2. Properties 


The Corporation’s primary real estate, equipment and other property (properties) are owned or leased to support its rail 
and trucking operations. The Corporation believes that its properties are in good condition and adequate for current 
operations. The rail and trucking segments operate facilities and equipment designated for both the maintenance and 
repair of their respective property, including locomotives, rail cars, tractors and trailers and other equipment, and for 
monitoring such maintenance and repair work. The facilities include rail yards, intermodal ramps and maintenance shops 
throughout the rail system and service centers operated by the trucking segment. Additionally, the Corporation had 
approximately $1.7 billion in capital expenditures during 2001 for, among other things, building and maintaining track, 
structures and infrastructure, upgrading and augmenting equipment and developing and implementing new technologies. 


Certain of the Corporation’s properties are subject to federal, state and local provisions involving the protection of 
the environment. See discussion of environmental issues in Management’s Discussion and Analysis of Financial 
Condition and Results of Operations — Other Matters — Environmental Costs, Item 7, and in note 12 to the Consolidated 
Financial Statements, Item 8. See also notes 1, 5, 7 and 8 to the Consolidated Financial Statements, Item 8, for additional 
information regarding the Corporation's properties. 


Rail Operations 


Track — The Corporation’s rail operations utilize over 33,000 main line and branch line route miles in 23 states in the 
western two-thirds of the United States. The Corporation owns 27,500 route miles with the remainder of route miles 
operated under trackage rights or leases. As of and for the years ending December 31, 2001, 2000 and 1999, route miles 
operated and track miles installed and replaced are as follows: 


Miles 2001 2000 1999 
Main line 27,553 26,914 26,963 
Branch line 6,033 6,121 6,378 
Yards, sidings and other main lines 21,669 21,564 21,660 
Total 55,255 54,599 55,001 
Track miles of rail installed and replaced: 

NGWaiitlthahaliahth aethinbhivkicn awd tha nd didhhndicddiededad) 857 943 950 

MeV SOG scth cca Sessa ccs buavesae lost cae Deo ashe dots outececcea vase dea taod bested edtee ties div lids dasvte Cuteioee een 388 242 444 
Ties installed and replaced (O00) 0.00... sssssssssseseseseeseneseseeseceesscececeasacseeneesatees 3,648 3,332 3,293 


Equipment — The Corporation’s primary rail equipment as of and for the years ending December 31, 2001, 2000 and 
1999, consisted of the following: 


Equipment 2001 2000 1999 
Owned or leased at year-end: 
TQGOIMOUIEVES cishous. ese lesadakev ceed eeb bea ciscbaes cocasunens susaeecdsessessssecesuedecuaseuneandeousieivenes 6,886 7,007 6,969 
Freight cars: 

Covered NOpperssrsescaietinsdertsshactes tatainasiadtasteahadta dette Gatententes 33,901 37,607 39,212 


BOXGAaTS <sni.ssechs cisietbdedeitaseteneieess 15,561 18,342 20,864 

Open-top hoppers 17,202 18,683 19,828 

Gondolas 15,431 17,480 18,099 

Other cde Mactnel 14,681 16,557 16,726 
Work Equipment 6,950 6,616 9,927 
Purchased or leased during the year: 

TAO COMOLIVES 5. secu putccescsestvesesusctetugesestdesesasaiucuteresigeseshtucstereteretesttneabetutereseteees 500 451 182 

Freight Cars stescaccstiecistcassctcanietcacceucteteragcavnetussheesabucheashettictatessscbeaceatcbettectsseseae 793 1,082 1,216 
Average age of equipment (years): 

EOCOMOULVES 253.5. 2tavestead tec eealevn tact to desea aettncshdesssedb vias cetdeaaesoaeteaeiaareeesnione) 14.9 14.9 15.4 

Freight Cars’ ais sess sessions suis densseze oss sede sous seas sous pode pous base bods pode Suilstsdvasdsavdvavasevevevins 22.5 20.9 19.3 

Trucking Operations 


Properties related to trucking operations consist primarily of terminals and tractor and trailer equipment. The following 
table provides the number of tractors, trailers and service centers owned or leased within the trucking operations: 


Equipment and Service Centers 2001 2000 1999 
Owned or leased at year-end: 
APA CCOTS i iSeccectsiccsanisbctetccsavicteusacepents cogeasts betaveapsuupontabeasestganegebuaauibunintoinaainyens 5,500 4,916 5,288 
ETAL CTS sctucesuewnstesieasuvente andecvacocesesgencueecden cece ceussd cada cbacadd ons coda cendesedcncacoegeadbences 21,264 18,586 20,111 
SUPALSNE tHUCKS vieiss vse teassvssstuvsvavstecsussshavseos tensuetoteneteastenenerstenetesstesenessuenetevete 138 74 77 
Automobiles and service UMIts 0... eee eeseeeeeteeeeeeetenesensseseseseseneees 191 166 158 
DELVICCCOMUSLS i, sevasinacehscutectuesebeetoacgescbeslossbescdesevesasossa stds srvasssesstesshestensssveseee 199 166 166 
Average age of equipment (years): 
THACEOLS: :2ssidsesssetacasd Cacgegadoeds canasatacens sand onasedh ested eee tatsnaestacath soeveateansouceedeevestae 5.6 6.3 6.0 


8.8 8.2 9.0 


Trailers 


Item 3. Legal Proceedings 


Southern Pacific Acquisition 


On August 12, 1996, the STB served a decision (the Decision) approving the acquisition of control of Southern Pacific 
by UPC, subject to various conditions. The acquisition was consummated on September 11, 1996. Various appeals were 
filed with respect to the Decision, and all such appeals were ultimately consolidated in the U.S. Court of Appeals for the 
District of Columbia Circuit, and all of the appeals have since been withdrawn or denied. 


Among the conditions to the STB's approval of the Southern Pacific acquisition was the requirement that the STB 
retain oversight jurisdiction for five years to examine whether the conditions imposed under the Decision remain effective 
to address the competitive harms caused by the merger. On July 2, 2001, the Railroad filed its fifth comprehensive 
summary with the STB. Interested parties were required to file comments concerning the fifth annual oversight 
proceeding by August 21, 2001, and replies were due on September 4, 2001. On December 20, 2001, the STB issued a 
decision concluding the fifth and final oversight proceeding and announcing the end to the formal oversight process. The 
STB will continue to have authority to enforce the conditions it imposed on the merger to ensure they are implemented 
in a manner that effectively preserves pre-merger competition. 


Shareholder Litigation 


A purported derivative action was filed by nine individuals, seven of whom are members of the Teamsters, on behalf of 
the Corporation on June 21, 2001, in the Chancery Court of Shelby County, Tennessee, naming as defendants current 
and certain former directors of the Corporation and various present and former officers and employees of Overnite, as 
well as Overnite, and, as a nominal defendant, the Corporation. The derivative action alleges, among other things, that 
the named defendants breached their fiduciary duties to the Corporation, wasted its assets and mismanaged the company 
by opposing the efforts of the Teamsters to organize the employees of Overnite. Plaintiffs claim that the "anti-union" 
campaign allegedly waged by the defendants cost millions of dollars and caused a substantial decline in the value of 
Overnite. On July 31, 2001, defendants filed a motion to dismiss the action on various grounds. The Corporation, 
Overnite and the individual defendants believe that the claims raised by the plaintiffs are without merit and intend to 
defend them vigorously. 


Labor Matters 


The General Counsel of the National Labor Relations Board (NLRB) is seeking a bargaining order remedy in 11 cases 
involving Overnite where a Teamsters’ local union lost a representation election. A bargaining order remedy would 
require Overnite to recognize and bargain with the union as if the union had won instead of lost the election and would 
be warranted only if the following findings are made: (1) the petitioning Teamsters’ local had obtained valid authorization 
cards from a majority of the employees in an appropriate unit; (2) Overnite committed serious unfair labor practices; and 
(3) those unfair labor practices would preclude the holding of a fair election despite the application of less drastic 
remedies. In these 11 cases, an administrative law judge and the NLRB ruled that the bargaining order remedy is 
warranted. Overnite appealed the NLRB's ruling to the United States Court of Appeals for the Fourth Circuit. By a two- 
one decision, the Fourth Circuit initially enforced the first four bargaining orders. Last year, the full Fourth Circuit agreed 
to rehear that case. On February 11, 2002, the full Fourth Circuit ruled in Overnite's favor on the bargaining order 
remedy in the first four cases and remanded the cases to the NLRB for new representation elections. The time for seeking 
review in the United States Supreme Court has not yet expired. Appeal of the seven cases had been held in abeyance 
pending this decision and now will be heard by the Fourth Circuit if the NLRB does not withdraw the bargaining orders 
on its own. Overnite believes that Supreme Court review of the first four cases in unlikely and that there is no substantial 
basis to distinguish the seven remaining cases from the four recently decided by the Fourth Circuit. In a twelfth case, the 
administrative law judge found that a bargaining order remedy was not warranted. 


Environmental Matters 


On January 30, 2002, the Louisiana Department of Environmental Quality (LDEQ) issued to the Railroad a notice of a 
proposed penalty assessment in the amount of $195,700 in connection with the release of water potentially impacted by 
the derailment of a train near Eunice, Louisiana on May 27, 2000. The Railroad previously met with the LDEQ regarding 
this matter to present documentation indicating that no penalty should be assessed and intends to vigorously defend this 
matter. 


The State of Illinois filed a complaint against the Railroad with the Illinois Pollution Board on May 14, 2001, seeking 
penalties for an alleged violation of state air pollution laws arising out of a release of styrene from a tank car near Cora, 
Illinois, which occurred on August 29, 1997. The car contained styrene monomer, a hazardous substance, stabilized by 
an inhibitor by the origin shipper. The car was delayed in transit for a number of different reasons including rerouting 
and reconsignment by the shipper. The Railroad was not notified that such delays could jeopardize the shipment. 
Eventually the effect of the inhibitor wore off and the styrene went into a reactive state resulting in pressure and venting 
near Cora, Illinois. A sparsely-populated area was evacuated for a few hours. The situation was controlled and 
remediated promptly. Styrene has since been put on the Railroad’s list of time sensitive shipments for special monitoring. 
The State of Illinois seeks to assess a penalty in excess of $100,000. The Railroad believes the penalty should be 
significantly less than $100,000 and is vigorously defending the case. A hearing of the complaint is scheduled for March 
22, 2002. 


The Corporation and its affiliates have received notices from the EPA and state environmental agencies alleging that 
they are or may be liable under certain federal or state environmental laws for remediation costs at various sites 
throughout the United States, including sites which are on the Superfund National Priorities List or state superfund lists. 
Although specific claims have been made by the EPA and state regulators with respect to some of these sites, the ultimate 
impact of these proceedings and suits by third parties cannot be predicted at this time because of the number of 
potentially responsible parties involved, the degree of contamination by various wastes, the scarcity and quality of 
volumetric data related to many of the sites, and/or the speculative nature of remediation costs. Nevertheless, at many 
of the superfund sites, the Corporation believes it will have little or no exposure because no liability should be imposed 
under applicable law, one or more other financially able parties generated all or most of the contamination, or a 
settlement of the Corporation's exposure has been reached although regulatory proceedings at the sites involved have not 
been formally terminated. 


Information concerning environmental claims and contingencies and estimated remediation costs is set forth in 
Management’s Discussion and Analysis of Financial Condition and Results of Operations — Other Matters — 
Environmental Costs, Item 7, and in note 12 to the Consolidated Financial Statements, Item 8. 


Other Matters 


As previously reported in the Corporation's Annual Report on Form 10-K for 2000, Western Resources (Western) filed 
a complaint on January 24, 2000, in the U.S. District Court for the District of Kansas alleging that UPRR and BNSF 
materially breached their service obligations under the transportation contract to deliver coal in a timely manner to 
Western's Jeffrey Energy Center. The original complaint sought recovery of consequential damages and termination of 
the contract, excusing Western from further performance. In an amended complaint filed September 1, 2000, Western 
claimed the right to retroactive termination and added a claim for restitution. On October 23, 2001, Western moved for 
leave to file a second amendment to its complaint to add counts for innocent misrepresentation and negligent 
misrepresentation and to request rescission of the contract. The railroads are vigorously defending this lawsuit and 
oppose amendment of the complaint. The suit currently is scheduled for trial in May 2002. If, however, Western is 
permitted to file the second amended complaint, the trial date likely will be postponed. UPRR and BNSF have filed two 
motions seeking dismissal of the termination and restitution claims, both of which are still pending. The railroads believe 
they have substantial defenses in the case and intend to continue to defend it aggressively. 


Item 4. Submission of Matters to a Vote of Security Holders 


No matters were submitted to a vote of security holders during the fourth quarter of the year ended December 31, 2001. 


Executive Officers of the Registrant and Principal Executive Officers of Subsidiaries 


Business 
Experience 
During Past Five 
Name Position Age Years 
Richard K. Davidson Chairman, President and Chief Executive Officer of 60 Current Position 
UPC and Chairman and Chief Executive Officer of the 
Railroad 
James R. Young Executive Vice President—Finance of UPC and Chief 49 (1) 
Financial Officer of the Railroad 
L. Merill Bryan, Jr. Senior Vice President and Chief Information Officer 57 (2) 
Charles R. Eisele Senior Vice President—Strategic Planning 52 (3) 
Robert M. Knight, Jr. Senior Vice President—Finance 44 (4) 
Barbara W. Schaefer Senior Vice President-Human Resources 48 (5) 
Robert W. Turner Senior Vice President—Corporate Relations 52 (6) 
Carl W. von Bernuth Senior Vice President, General Counsel and Secretary 58 (7) 
Bernard R. Gutschewski Vice President—Taxes 51 (8) 
Mary E. McAuliffe Vice President—External Relations 56 Current Position 
Richard J. Putz Vice President and Controller 54 (9) 
Mary Sanders Jones Vice President and Treasurer 49 (10) 
Ivor J. Evans President and Chief Operating Officer of the Railroad 59 (11) 
Dennis J. Duffy Executive Vice President—Operations of the Railroad 51 (12) 
John J. Koraleski Executive Vice President—Marketing and Sales of the 51 (13) 
Railroad 
R. Bradley King Executive Vice President—Network Design and 53 (14) 
Integration of the Railroad 
Leo H. Suggs Chairman and Chief Executive Officer of Overnite 62 Current Position 
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Executive Officers of the Registrant and Principal Executive Officers of Subsidiaries 


(Continued) 


(1) 


(2) 


(3) 


(10) 


(11) 


(12) 


(13) 


(14) 


Mr. Young was elected Executive Vice President—Finance of UPC and Chief Financial Officer of the Railroad 
effective December 1, 1999. He was elected Controller of UPC and Senior Vice President—Finance of the 
Railroad effective March 1999 and Senior Vice President—Finance of UPC effective June 1998. He served as 
Treasurer of the Railroad from June 1998 to March 1999. He was Vice President—Customer Service Planning 
and Quality of the Railroad from April 1998 to June 1998, Vice President—Quality and Operations Planning from 
September 1997 to April 1998, and Vice President—Finance and Quality from September 1995 to September 
1997, 

Mr. Bryan was elected to his current position effective May 1997. Prior thereto, he was President and Chief 
Executive Officer of Union Pacific Technologies, Inc., a subsidiary of UPC. 

Mr. Eisele was elected to his current position effective October 1, 2001. He was Vice President—Strategic 
Planning and Administration from March 1999 to October 2001, Vice President—Strategic Planning from 
September 1997 to March 1999, and Vice President—Purchasing for the Railroad prior thereto. 

Mr. Knight was elected to his current position effective February 1, 2002. He was Vice President and General 
Manager Autos for the Railroad from June 2000 to February 1, 2002, Vice President and General Manager 
Energy for the Railroad from March 1999 to June 2000, Vice President Quality and Administration for UPC 
from April 1997 to March 1999, and prior thereto, Director-Compensation and HRIS for UPC. 

Ms. Schaefer was elected to her current position effective April 1997. Prior thereto, she was Vice President— 
Human Resources of the Railroad. 

Mr. Turner was elected to his current position effective August 2000. Prior thereto, he was Vice President—Public 
Affairs of Champion International Corporation, a paper and forest products company. 

Mr. von Bernuth was elected Secretary effective April 1997. He has been Senior Vice President and General 
Counsel during the past five years. 

Mr. Gutschewski was elected Vice President—Taxes effective August 1998. Prior thereto, he was Assistant Vice 
President—Tax and Financial Management of the Railroad. 

Mr. Putz was elected Vice President and Controller of UPC and Chief Accounting Officer and Controller of the 
Railroad effective December 1, 1999. Prior thereto, he was Assistant Vice President and Controller of the 
Railroad. 

Ms. Sanders Jones was elected to her current position effective March 1999. She served as Vice President— 
Investor Relations from June 1998 to March 1999. Prior thereto, she was Assistant Vice President—Treasury and 
Assistant Treasurer of UPC. 

Mr. Evans was elected to his current position effective September 1998. Prior thereto, he was Senior Vice 
President of Emerson Electric Company, a company engaged in the design, manufacture and sale of electrical, 
electromechanical, and electronic products and systems. 

Mr. Duffy was elected to his current position effective September 1998. He was Senior Vice President—Safety 
Assurance and Compliance Process from October 1997 to September 1998. Prior thereto, he was Senior Vice 
President—Customer Service and Planning of the Railroad. 

Mr. Koraleski was elected to his current position effective March 1999. He served as Controller of UPC from 
August 1998 to March 1999 and prior thereto as Executive Vice President—Finance of the Railroad. Prior to May 
1996, he was Executive Vice President—Finance and Information Technologies of the Railroad. 

Mr. King was elected to his current position effective September 1998. He was Executive Vice President— 
Operations from October 1997 to September 1998. Prior thereto, he was Vice President-Transportation of the 
Railroad. 
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PART II 


Item 5. Market for the Registrant's Common Equity and Related Shareholder Matters 


The common stock of the Corporation is traded on the New York Stock Exchange under the symbol "UNP". The 
following table sets forth, for the fiscal quarters indicated, the dividends declared and the high and low sales prices of the 
Corporation's common stock. 


2001 - Dollars Per Share Mar. 31 June 30 Sep. 30 Dec. 31 
DIVICe TVS sai ces datsess Se Ses eevee ace ew deateasovehanb cas obea Save ees $0.20 $0.20 $0.20 $0.20 
Common stock price: 
High ise Resude class vuctuestscaans cess ceesekslelvseubedl bebieleetesstaceutiess 57.10 60.70 58.24 57.50 
TOW deceive ovecaviesdibatas ia taecesiecansecvase saaeelcesweseeceseassaeosves 48.81 50.00 43.75 44.60 
2000 - Dollars Per Share 
TIIVIMETAS soessei catshes tonsoessesdeosetoswesesasecaaselacanfoatedacostebnsaees $0.20 $0.20 $0.20 $0.20 
Common stock price: 
High. yshsshlatusavesssvawsdsestan cabetecceahcasgustessingesandsoseasesestacss 47.63 46.31 46.00 52.81 
TOW oot kate ckeQeas Ootsocadadvadeslael Deliveude Cosas Qites West 34.25 37.13 37.44 37.88 


At January 31, 2002, there were 251,097,904 shares of outstanding common stock and approximately 36,179 common 
shareholders of record. At that date, the closing price of the common stock on the New York Stock Exchange was $62.05. 
The Corporation has paid dividends to its common shareholders during each of the past 102 years. The Corporation is 
subject to certain restrictions related to the payment of cash dividends. The amount of retained earnings available for 
dividends under the most restrictive test was $4.1 billion and $3.2 billion at December 31, 2001 and 2000, respectively. 


Item 6. Selected Financial Data 


The following table presents, as of and for the years ended December 31, selected financial data for the Corporation for 
each of the last 10 years. The selected financial data should be read in conjunction with Management's Discussion and 
Analysis of Financial Condition and Results of Operations, Item 7, and with the Consolidated Financial Statements and 
notes thereto, Item 8. The information below is not necessarily indicative of the results of future operations. 


Millions of Dollars, Except Per Share Amounts, Ratios and Employee Statistics 
2001 2000{b] 1999 1998{c] 1997 1996 1995 1994[d] 1993{e] 1992 


For the Year Ended December 31 [a] 


Operating revenue... eee 11,973 11,878 11,237 10,514 11,079 8,786 7,486 6,492 6,002 5,773 
Operating INCOME... eects 2,072 1,903 1,804 (171) 1,144 1,432 1,242 1,145 1,015 992 
THCOME [if] si dic chvvics Ruste vacnsieds 966 842 783 (633) 432 733 619 568 412 456 
Net INCOME ....c...ceeeeeceessseceesseeeesees 966 842 810 (633) 432 904 946 546 530 728 
Per share - basic: 

TNCOME [f) seceecscsiicosceaseeh Seasseseavcets 3.90 3.42 3.17 (2.57) 1.76 3.38 3.02 2.77 2.01 2.24 

Net INCOME .o.ce.ccceeeeccesseseeesseeeeees 3.90 3.42 3.28 (2.57) 1.76 4.17 4.62 2.66 2.59 3.58 
Per share - diluted: 

THeome:[f) ef. satiate 3.77 3.34 3.12 (2.57) 1.74 3.36 3.01 2.76 2.00 2.24 

N€t INGOME®..d.céssseheaciseckesestbhacvees 3.77 3.34 3.22 (2.57) 1.74 4.14 4.60 2.66 2.58 3.57 
Dividends per share... eee 0.80 0.80 0.80 0.80 1.72 1.72 1.72 1.66 1.54 1.42 
Operating cash flow... 1,992 2,053 1,869 565 1,600 1,657 1,454 1,079 975 842 
At December 31 
TO talsaSSOUS..s/cessivesecvastes tevsceeieioavsetea 31,551 30,917 30,192 29,590 28,860 27,990 19,500 14,543 13,797 12,901 
TOtaldeDtrcccocedicscsenchctheconseanecocoosteves 8,080 8,351 8,640 8,692 8,518 8,027 6,364 4,479 4,105 4,035 
Common shareholders’ equity....... 9,575 8,662 8,001 7,393 8,225 8,225 6,364 5,131 4,885 4,639 
Equity per common share.............. 38.26 35.09 32.29 29.88 33.30 33.35 30.96 24.92 23.81 22.75 


12 


Millions of Dollars, Except Per Share Amounts, Ratios and Employee Statistics 


2001 2000[b] 1999 1998{c] 1997 1996 1995 1994[d] 1993[e] 1992 


Additional Data 

Rail commodity revenue................ 10,391 10,270 9,851 9,072 9,712 7,419 6,105 5,216 4,873 4,819 
Trucking revenue .....eeeeseeeeeeeeees 1,143 1,113 1,062 1,034 946 961 976 1,037 939 873 
Rail carloads (000)..........cccscceseeeeees 8,916 8,901 8,556 7,998 8,453 6,632 5,568 4,991 4,619 4,458 
Trucking shipments (000) ............. 7,981 7,495 7,708 7,789 7,506 8,223 8,332 8,593 8,206 7,669 
Rail operating ratio (%) .... eee 80.7 82.3 82.0 95.4 87.4 79.1 78.1 77.9 79.1 79.0 
Trucking operating ratio (%) [g] ... 95.3 95.2 98.1 94.8 96.8 104.9 103.0 91.3 90.2 90.9 
Average employees (000) ............0 60.4 61.8 64.2 65.1 65.6 54.8 49.5 45.5 44.0 42.8 
Revenue per employee (000) ......... 198.2 192.2 175.0 161.5 168.9 160.3 151.2 142.7 136.4 134.9 
Financial Ratios (%) 

Debt to capital employed............... 42.2 45.1 47.6 49.4 50.9 49.4 50.0 46.6 45.7 46.5 
Return on equity [h] wees 10.6 10.1 10.5 (8.1) 5.3 12.4 16.5 10.9 11.1 16.5 


a] Data included the effects of the acquisitions of Motor Cargo as of November 30, 2001, Southern Pacific Rail Corporation as of October 1, 1996, 
Chicago and North Western Transportation Company as of May 1, 1995, and Skyway Freight Systems, Inc. as of May 31, 1993, and reflects the 
disposition of the Corporation’s natural resources subsidiary in 1996, waste management subsidiary in 1995 and Skyway Freight Systems in 1998. 
b] 2000 operating income and net income included $115 million pre-tax ($72 million after-tax) work force reduction charge (see note 15 to the 
Consolidated Financial Statements, Item 8). 

1998 operating loss and net loss included a $547 million pre-and after-tax charge for the revaluation of Overnite goodwill. 

d] 1994 net income included a net after-tax loss of $404 million from the sale of the Corporation’s waste management operations. 

e] 1993 net income included a net after-tax charge for the adoption of changes in accounting methods for income taxes, postretirement benefits 
other than pensions and revenue recognition, and a one-time charge for the deferred tax effect of the Omnibus Budget Reconciliation Act of 1993. 
f] Based on results from continuing operations. 

g] Excluded goodwill amortization in all years, and the revaluation of goodwill in 1998. 

h] Based on average common shareholders’ equity. 


a 


Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations 


The following discussion should be read in conjunction with the Consolidated Financial Statements and applicable notes 
to the Consolidated Financial Statements, Item 8, and other information included in this Form 10-K. 


As stated in Item 1, Union Pacific Corporation consists of two reportable segments, rail and trucking, as well as UPC’s 
other product lines (Other). The rail segment includes the operations of UPRR and UPRR’s subsidiaries and rail affiliates 
(collectively, the Railroad). The trucking segment includes the operations of Overnite and, subsequent to November 30, 
2001, Motor Cargo. The Corporation's other product lines are comprised of the corporate holding company (which 
largely supports the Railroad), Fenix LLC and affiliated technology companies (Fenix), self-insurance activities, and all 
appropriate consolidating entries (see note 1 to the Consolidated Financial Statements, Item 8). 


2001 COMPARED TO 2000 RESULTS OF OPERATIONS 
Consolidated 


Net Income — The Corporation reported record net income of $966 million ($3.90 per basic share and $3.77 per diluted 
share) in 2001 compared to $842 million ($3.42 per basic share and $3.34 per diluted share) in 2000. Excluding the effect 
of a $115 million pre-tax ($72 million after-tax) charge in 2000 related to a work force reduction plan at the Railroad, 
2000 net income was $914 million ($3.71 per basic share and $3.61 per diluted share). The increase in net income 
excluding the work force reduction charge in 2000 was due primarily to revenue growth, productivity gains and cost 
control, lower non-operating expense and lower fuel prices. 


Operating Revenues — Operating revenues increased $95 million (1%) to a record $12.0 billion in 2001, reflecting 1% 
growth at the Railroad and 3% growth in the trucking segment. The Corporation recognizes transportation revenues 
on a percentage-of-completion basis as freight moves from origin to destination. Other revenue is recognized as service 
is performed or contractual obligations are met. 
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Operating Expenses — Operating expenses decreased $74 million (1%) to $9.9 billion in 2001 from $10.0 billion in 2000. 
Excluding the effect of the work force reduction charge in 2000, operating expenses increased $41 million compared to 
2000 reflecting wage and benefit inflation and higher equipment rents and depreciation expenses. These increases were 
partially offset by a 4% reduction in employment levels at the Railroad, lower fuel prices and cost control efforts. Lower 
fuel prices in 2001 versus 2000 reduced fuel expense by $35 million in 2001. 


Salaries, wages and employee benefits decreased $35 million compared to 2000. Excluding the work force reduction 
charge, salaries, wages and employee benefits increased $80 million (2%), as wage and benefit inflation and volume costs 
exceeded savings from lower employment levels and improved productivity. Equipment and other rents expense 
increased $26 million (2%) as a result of additional locomotive lease expense and longer car cycle times, which indicates 
that cars spent more time on the rail system between shipments. Partially offsetting these increases were lower costs due 
to declines in rail traffic requiring rental of freight cars. In addition, the Railroad experienced lower rental rates, and 
Overnite experienced lower contract transportation costs. Depreciation expense increased $34 million (3%) as a result 
of the Railroad’s capital spending in recent years which increased the total value of the Corporation's assets subject to 
depreciation (see note 1 to the Consolidated Financial Statements, Item 8). Fuel and utilities costs were down $34 million 
(3%) compared to 2000 due to lower fuel prices and a lower fuel consumption rate, partially offset by higher gross ton 
miles at the Railroad and losses on fuel hedging activity (see note 4 to the Consolidated Financial Statements, Item 8). 
Materials and supplies expense decreased $56 million (9%) primarily due to reduced locomotive repairs and cost control 
actions. Casualty costs increased $16 million (4%) over 2000 due to higher insurance, bad debts and environmental 
expenses. Other costs decreased $25 million (3%) as productivity and cost control efforts more than offset higher state 
and local taxes. 


Operating Income — Operating income increased $169 million (9%) to $2.1 billion in 2001. Excluding the effect of the 
$115 million work force reduction charge in 2000, 2001 operating income increased $54 million (3%) as revenue growth, 
productivity gains and lower fuel prices more than offset inflation, increased depreciation expense and higher rail costs 
due to increased rail volume. 


Non-Operating Items - Interest expense decreased $22 million (3%) compared to 2000 due to lower weighted-average 
debt levels and weighted-average interest rates in 2001. In 2001, the Corporation's weighted-average debt level decreased 
from $10,044 million in 2000 to $9,980 million in 2001. The Corporation's weighted-average interest rate was 7.0% in 
2001 as compared to 7.2% in 2000. Other income increased $32 million (25%) in 2001 compared to 2000 due primarily 
to higher real estate sales. Income tax expense increased $99 million (21%) in 2001 over 2000. Excluding the effect of 
the $115 million work force reduction charge on income tax expense in 2000, income taxes for 2001 increased $56 million 
(11%) over 2000. The increase was a result of higher pre-tax income levels in 2001 and an increase in the effective tax 
rate from 35.7% in 2000 to 37.0% in 2001. 


Key Measures — Net income as a percentage of operating revenues increased to 8.1% in 2001 from 7.1% in 2000. Net 
income as a percentage of operating revenues in 2000, excluding the work force reduction charge, was 7.7%. Return on 
average common shareholders’ equity was 10.6% in 2001, up from 10.1% in 2000. Excluding the charge in 2000, return 
on average common shareholders’ equity was 10.9% in 2000. The Corporation’s operating ratio was 82.7% in 2001 
compared to 84.0% in 2000 and 83.0% in 2000, excluding the work force reduction charge. 


Rail Segment 


Net Income — Rail operations reported record net income of $1.1 billion in 2001 compared to net income of $926 million 
in 2000, up 14%. Excluding the work force reduction charge in 2000, net income was $998 million. The increase in 
earnings resulted from higher commodity revenue and real estate sales combined with lower fuel expense, interest expense 
and materials and supplies expense. These improvements were partially offset by inflation, lower other revenue and 
higher equipment rent and depreciation expenses. 


Operating Revenues — Rail operating revenues increased $69 million (1%) over 2000 to a record $10.8 billion. Revenue 


carloads were flat with an increase in the energy and agricultural commodity groups offset by decreases in the other four 
commodity groups. The decrease in other revenue was the result of lower switching, subsidiary and accessorial revenues. 
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The following tables summarize the year-over-year changes in rail commodity revenue, revenue carloads and average 
revenue per car by commodity type: 


Commodity Revenue in Millions of Dollars 2001 2000 Change 
Agricultural $ 1,452 $ 1,400 4% 
Automotive 1,118 1,182 (5) 
Chemicals......... 1,547 1,640 (6) 
ENGL Sy, 2: cse cece eistensth 2,399 2,154 11 
Industrial Products.... 1,970 1,985 (1) 
Intermodal 1,905 1,909 - 

TO tal essecnieecsirecuesscivcavescvis dots seed set saee oi Soard Cisse bsesten tid wie eae sss $10,391 $10,270 1% 
Revenue Carloads in Thousands 2001 2000 Change 
AA OVIGUIEU TA liesedtreeesudeseseadt eves wPtaves ieupete des oner ide voce udestoen ite teenie erento eset tty 875 873 -% 
AULOMOV Cosstecsereiaissarstedevesstadareceteserseisteqereiodesoretadteerstantevededereter censteneds 763 815 (6) 
Chemicals. cecsciestescovscsiussssecsssevi eso uottonests ass oa aaueva et euen aman 880 936 (6) 
EM OLS Yseres isi vcs secerestenessecereststesseocestentesacovesteetostiacesnsaxasntacetaseteabenestees Teescods 2,161 1,930 12 
Industrial: PrOdUCts:ccirccecetestaceckcccatesiseeastat dena centes cases beveabcntestecdeteestetoodtons 1,405 1,431 (2) 
TAterIMO Gall ss cececcevceccccescess coussuessverib vvtaavsavssavesb ie beiveepetnveas vbeebe hoee Wee 2,832 2,916 (3) 
TOTAL + ccze: chesezerebescedactsacsdectsncedecheacadashaathchulege Siobeustststetertiebaterstehateedusbeteness 8,916 8,901 -% 
Average Revenue Per Car 2001 2000 Change 
AS ricraltuira ssasasassasielsseisielsiessalaveusetesceesctescieacs cvenesebencvesezcvensssvesevesevencbens $ 1,659 $ 1,604 3% 
AULOMO EVE iiscsissi se hi BAH Ne AUER REAR SUE ahi lea siete 1,465 1,450 1 
CHETIIGA Sis Ss ossccveedestevasDeavonvededeoveatekveel eteiece tout bovelancbnodl oie teed esses Rise Bidvt 1,757 1,752 - 
EN OLB ccecevesececenvescesecenccvdsnescisisieeicgigeotesttaniiastenWasiiaeVieva van ivaviiewWastia ewes 1,111 1,116 - 
Industrial Products ......ccccccssscessscssscsssscssssessscessccessscssscssscessscsssessssesssees 1,402 1,387 1 
TnitermoO dal: :istcaccestessxsadiectersteasssigustckousa ovate vesentertisteleadiovvutesaadoaaaelaaeas 673 655 3 
Totalixcosisiccisntakanchanddannnnndunnunninnudeacsedesweese $ 1,165 $ 1,154 1% 


Agricultural — Revenue increased 4%, due primarily to a 3% increase in average revenue per car. Carloads were flat, as 
higher corn shipments and meals and oils exports were offset by a decrease in demand for domestic and export wheat 
shipments and a poor sugar-beet harvest. Revenue gains were also achieved through increased beer imports from Mexico, 
wine shipments from California to eastern markets, express service of fresh and frozen products and increased demand 
for cottonseed. Average revenue per car increased due to a longer average length of haul, resulting from fewer short-haul 
wheat and sweetener shipments combined with increased long-haul domestic and Mexico corn shipments. 


Automotive — Revenue declined 5% as a result of a 6% decrease in carloads and a 1% increase in average revenue per car. 
Materials volumes declined 16%, as the soft economy and a decline in vehicle sales led to high inventories, low industry 
production and auto plant shutdowns. Total finished vehicle shipments declined only 1%, as industry weakness was 
mitigated by market share gains. Consumer incentives in the fourth quarter stimulated vehicle sales and helped offset 
weakness early in the year. Average revenue per car increased due to a shift in mix of materials shipped, resulting from 
fewer shipments of materials with lower average revenue per car. Additionally, more materials were shipped in boxcars 
rather than containers, which yield higher average revenue per car than containers. 


Chemicals — Revenue declined 6%, due to a 6% decrease in carloads. Volume declines were the result of the soft 
economy, as reduced demand for consumer durables led to high manufacturer inventories and weak demand for plastics. 
Reduced industrial manufacturing also depressed demand for liquid and dry chemicals. Fertilizer and phosphate rock 
revenues decreased as high energy costs early in the year reduced the market for these commodities. Average revenue per 
car was flat, as the positive impact of fewer low average revenue per car phosphate rock shipments was offset by a decrease 
in average revenue per car for soda ash shipments. 


Energy — Energy commodity revenue increased 11% compared to 2000, due to a 12% increase in carloads. Records were 
set in 2001 for total carloads, revenue and coal trains loaded per day in the Southern Powder River Basin in Wyoming 
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and in the coal mining regions of Colorado and Utah. These increases were driven by strong utility demand caused by 
severe winter weather in late 2000 and the first quarter of 2001. In the first half of the year, demand for coal also increased 
due to the high cost of alternative fuels, such as natural gas, fuel oil and higher-priced eastern-sourced coal. Carloads also 
increased due to gains in market share. 


Industrial Products — Revenue decreased 1%, as a 2% decline in carloads was partially offset by a 1% increase in average 
revenue per car. The decline was mainly the result of the economic slowdown, which had a negative effect on many 
economically sensitive commodities including steel and paper markets. Steel producers were additionally impacted by 
high levels of low-cost imported steel, which forced plant shutdowns and bankruptcies. Newsprint and fiber revenue 
declined due to lack of demand for printed advertising. Partially offsetting these declines were increases in construction- 
related commodities, led by stone and cement, as strong building and road construction activity continued in the South 
and Southwestern regions of the country. Lumber volumes increased due to strong housing construction and uncertainty 
surrounding restrictions on Canadian lumber imports. Average revenue per car increased due to price increases and a 
greater mix of longer average length of haul business. These gains were partially offset by the impact of increased 
shipments of stone, which generates lower average revenue per car. 


Intermodal — Revenue was flat, as a 3% decline in carloads was offset by a 3% increase in average revenue per car. The 
volume decrease was primarily the result of soft economic demand for domestic shipments. In addition, the voluntary 
action of shedding low-margin trailer business in favor of higher-margin containers contributed to the decline. Partially 
offsetting the domestic declines were increases in international shipments, the result of higher import demand. The 
increase in average revenue per car was primarily the result of price increases. 


Operating Expenses — Operating expenses decreased $109 million (1%) to $8.7 billion in 2001. Excluding the $115 
million work force reduction charge in 2000, operating expenses were essentially flat. Higher expenses as a result of 
inflation, higher equipment rents expense and depreciation were offset by savings from lower force levels, productivity 
gains and cost control efforts and lower fuel prices. 


Salaries, Wages and Employee Benefits — Salaries, wages and employee benefits decreased $83 million (2%) in 2001 to $3.5 
billion. Excluding the $115 million work force reduction charge in 2000, salaries, wages and employee benefits expense 
increased $32 million (1%). The primary driver of the increase was wage and employee benefits inflation. A 3% gross 
ton mile increase also added volume costs. A 4% reduction in employee force levels as a result of the work force reduction 
plan offset a significant portion of these higher costs. 


Equipment and Other Rents — Expenses increased $32 million (3%) compared to 2000 due primarily to higher locomotive 
leases and longer car cycle times. The higher locomotive lease expense is due to the Railroad's increased leasing of new, 
more reliable and fuel efficient locomotives. These new locomotives replaced older, non-leased models in the fleet, which 
helped reduce expenses for depreciation, labor, materials and fuel during the year. The increase in car cycle times is 
partially attributable to a decline in automotive shipments earlier in the year, which resulted in excess freight cars being 
stored at assembly plants and unloading facilities. Partially offsetting the increases in expenses were lower volume costs, 
lower car leases and lower prices for equipment. The decrease in volume costs was attributable to a decline in carloads 
in business segments such as industrial products and intermodal that utilize a high percentage of rented freight cars. 


Depreciation — Depreciation expense increased $31 million (3%) over 2000, resulting from capital spending in recent 
years. Capital spending totaled $1.7 billion in 2001 and in 2000 and $1.8 billion in 1999. 


Fuel and Utilities — Expenses decreased $30 million (2%). The decrease was driven by lower fuel prices and a record low 
fuel consumption rate, as measured by gallons consumed per thousand gross ton miles. Fuel prices averaged 88 cents 
per gallon in 2001 compared to 90 cents per gallon in 2000, including taxes, transportation costs and regional pricing 
spreads of 17 cents and 13 cents in 2001 and 2000, respectively. The Railroad hedged approximately 32% of its fuel 
consumption for the year, which increased fuel costs by $20 million. As of December 31, 2001, expected fuel consumption 
for 2002 is 44% hedged at 56 cents per gallon excluding taxes, transportation costs and regional pricing spreads and for 
2003 is 5% hedged at 56 cents per gallon excluding taxes, transportation costs and regional pricing spreads (see note 4 
to the Consolidated Financial Statements, Item 8). 
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Materials and Supplies — Expenses decreased $71 million (13%), reflecting locomotive overhaul reductions and 
productivity improvements and cost control measures. Locomotive overhauls decreased due to acquisition of new, more- 
reliable locomotives during the year and the sale of older units, which required higher maintenance. Materials and 
supplies expenses related to car maintenance also declined due to lower business levels in the industrial products and 
automotive commodity groups. The cars utilized in these commodity groups normally require more maintenance than 
the cars utilized within the other commodity groups. 


Casualty Costs — Costs increased $9 million (3%) compared to 2000, as higher insurance, bad debt and environmental 
expenses were partially offset by lower personal injury costs and lower costs for damaged freight cars. 


Other Costs — Expenses increased $3 million (flat) compared to 2000 primarily due to higher state and local taxes. 


Operating Income — Operating income increased $178 million (9%) to $2.1 billion. Excluding the $115 million work 
force reduction charge in 2000, operating income increased $63 million (3%) in 2001. The operating ratio for 2001 was 
80.7%, compared to 82.3% in 2000. Excluding the work force reduction charge, the operating ratio for 2000 was 81.2%. 


Non-Operating Items — Non-operating expense decreased $56 million (12%) compared to 2000. Real estate sales and 
net other income increased $48 million (38%). Interest expense decreased $8 million (1%) as a result of lower weighted- 
average debt levels and weighted-average interest rates in 2001. Income taxes increased $102 million (20%) in 2001 
compared to 2000. Excluding the work force reduction charge in 2000, income tax expense increased $59 million (11%). 
The increase was a result of higher pre-tax income levels in 2001 and an increase in the effective tax rate from 35.6% in 
2000 to 36.7% in 2001. 


Trucking Segment 


Operating Revenues — In 2001, trucking revenues rose $30 million (3%) to $1,143 million. The growth resulted from 
rate increases, new services and $10 million in incremental revenue due to the acquisition of Motor Cargo. Tonnage for 
the year was flat compared to 2000. 


Operating Expenses — Trucking operating expenses rose $29 million (3%) to $1,089 million in 2001. Salaries, wages and 
employee benefits increased $40 million (6%) due to a 4% increase in employees as well as wage and benefit inflation and 
enhancements. Fuel and utilities costs decreased $5 million (7%), as a result of lower fuel prices during the year (82 cents 
per gallon average in 2001 compared to 90 cents per gallon average in 2000, including transportation costs and regional 
pricing spreads, and excluding taxes), partially offset by a 1% increase in gallons consumed. Overnite did not hedge any 
fuel volume for the year ended December 31, 2001. However, as of December 31, 2001, Overnite had hedged 
approximately 16% of its expected fuel consumption for 2002 at an average of 58 cents per gallon, excluding taxes, 
transportation costs and regional pricing spreads and had hedged approximately 5% of its expected fuel consumption 
for 2003 at an average of 58 cents per gallon excluding taxes, transportation costs and regional pricing spreads. Equipment 
and other rents decreased $4 million (4%) due to decreased use of contract transportation during the year. High 
utilization of contract transportation in 2000 was necessary due to Teamsters related work stoppage. Casualty costs 
increased $7 million (18%) due to higher bad debt, insurance and cargo loss and damage expenses. Other costs decreased 
$11 million (10%) due to lower expenses related to decreased security (related to Teamsters’ matters), legal and employee 
travel expenses in 2001. 


Operating Income — Trucking operations generated operating income of $54 million in 2001, compared to $53 million 
for 2000. The operating ratio increased to 95.3%, compared to 95.2% in 2000. 


Other Product Lines 
Other — Operating losses increased $10 million in 2001 compared to 2000. Operating revenues declined $4 million year 


over year. Operating expenses increased $6 million due to increased spending at Fenix to develop new products and 
services. 
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2000 COMPARED TO 1999 RESULTS OF OPERATIONS 
Consolidated 


Net Income — The Corporation reported net income of $842 million ($3.42 per basic share and $3.34 per diluted share) 
in 2000. Excluding the effect of the $115 million pre-tax ($72 million after-tax) charge related to a work force reduction 
plan at the Railroad, net income grew to $914 million ($3.71 per basic share and $3.61 per diluted share) in 2000 
compared to $810 million ($3.28 per basic share and $3.22 per diluted share) in 1999. The increase in net income was 
due primarily to revenue growth, improved service levels and productivity improvements at the Railroad, partially offset 
by significantly higher fuel prices. Net income for 1999 included a one-time after-tax gain of $27 million ($0.11 per basic 
share and $0.10 per diluted share) from the adjustment of a liability established in connection with the discontinued 
operations of a former subsidiary (see note 3 to the Consolidated Financial Statements, Item 8). 


Operating Revenues — Operating revenues increased $641 million (6%) to $11.9 billion in 2000, reflecting higher volumes 
in five of the six commodity groups at the Railroad, higher other revenue at the Railroad and a 5% increase in revenue 
at Overnite. 


Operating Expenses — Operating expenses increased to $10.0 billion (6%) in 2000 from $9.4 billion in 1999, reflecting 
the work force reduction charge, higher fuel prices, inflation, volume-related costs from a 4% increase in carloads at the 
Railroad and increased depreciation expense. The increase in fuel prices added $464 million to operating expenses in 
2000 compared to 1999. Productivity improvements and other cost control measures partially offset the increase in 
operating expenses. Excluding the $115 million pre-tax work force reduction charge, operating expenses increased $427 
million (5%) to $9.9 billion. 


Salaries, wages and employee benefits increased $26 million (1%) compared to 1999. Salaries, wages and employee 
benefits declined $89 million (2%), excluding the work force reduction charge, as lower employment levels and improved 
productivity at the Railroad more than offset higher rail volume and inflation. Equipment and other rents expense 
decreased $16 million (1%) as improved car cycle times and lower rental rates more than offset increased Railroad volume 
and higher contract transportation costs at Overnite. Depreciation expense increased $57 million (5%) as a result of the 
Railroad’s capital spending in recent years. Fuel and utilities costs were $518 million (62%) higher than 1999 resulting 
from significantly higher fuel prices and increased carloads, partially offset by favorable fuel hedging (see note 4 to the 
Consolidated Financial Statements, Item 8). Materials and supplies expense increased $3 million (1%) primarily due to 
volume-related increases in car and locomotive repairs, partially offset by productivity and cost control actions. Casualty 
costs decreased $18 million (5%) over 1999 as a result of lower settlement costs at the Railroad. Other costs decreased 
$28 million (3%) as productivity and cost control efforts more than offset volume-related costs and higher state and local 
taxes. 


Operating Income — Operating income increased to $1.9 billion in 2000 from $1.8 billion in 1999, as revenue growth and 
productivity gains at the Railroad more than offset higher fuel prices, rail volume costs and increased depreciation 
expense. Excluding the $115 million pre-tax work force reduction charge, operating income increased $214 million 
(12%) to $2.0 billion. 


Non-Operating Items — Interest expense decreased $10 million (1%) compared to 1999 primarily due to lower average 
debt levels in 2000. Excluding the income tax expense associated with the work force reduction charge, income taxes for 
2000 increased $92 million (22%) over 1999 as a result of higher income levels in 2000 and settlements in 1999 related 
to prior tax years. 


Key Measures — Net income as a percentage of operating revenues declined to 7.1% in 2000 from 7.2% in 1999. Net 
income as a percentage of operating revenues excluding the work force reduction charge improved to 7.7% in 2000. In 
2000, return on average common shareholders’ equity was 10.1%. Excluding the work force reduction charge, in 2000, 
return on average common shareholders’ equity was 10.9%, up from 10.5% in 1999, reflecting strong revenue growth 
and improved operations at the Railroad and Overnite. The Corporation’s operating ratio was 84.0% in 2000. Excluding 
the work force reduction charge in 2000, it was 83.0% compared to 83.9% in 1999. 
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Rail Segment 


Net Income — Rail operations reported record net income of $926 million in 2000 compared to net income of $854 
million in 1999. The increase in income resulted primarily from higher commodity and other revenue, improved 
operations, productivity gains and lower interest expense, partially offset by significantly higher fuel prices and volume- 
related costs. Excluding the work force reduction charge, net income was $998 million in 2000. 


Operating Revenues — Rail operating revenues increased $591 million (6%) over 1999 to a record $10.7 billion. Revenue 
carloads increased 4% over 1999 with gains in five of the six commodity groups. Other revenue gains were the result of 
higher subsidiary revenues and increased accessorial services. 


The following tables summarize the year-over-year changes in rail commodity revenue, revenue carloads and average 
revenue per car by commodity type: 


Commodity Revenue in Millions of Dollars 2000 1999 Change 
7 asa atoi tT gu I epeper reper perere cere pore rer ryOrerer ere trolivey Terr eo errr pre ecer rere rT $ 1,400 $1,419 (1)% 
AUILOMOLVE tisidccldasiecasdesteassdesieasatestaaeices ieee lau umonsisubasacnenbad tosciunneeditensbebs 1,182 1,048 13 
GH EMIEALS wx 28..erseAhoarreteteact tes tsetete cere: horse torte haneehe Rane tees 1,640 1,595 3 
Bey ereaet ccienest semi taecret tedivonoen issn tes taal eta ata taasatas 2,154 2,168 (1) 
Induisttital: ProduCts vci.scciveséssstessecseleeteas sdvetessstvesetesaxeduaegiveseasesvcetesavooedions 1,985 1,896 5 
Taitermodall 3 sicscscscscitacaciescdizesszesecesthovesetshetaveatesatescastenetenstabeeeshacessansenetees 1,909 1,725 11 
Oba ea scraccet tier eest canes occa scan ecas eee azau becaaseecaa seen eeaiaee ened able uehed ate $10,270 $9,851 4% 
Revenue Carloads in Thousands 2000 1999 Change 
Agricultural 873 911 (4)% 


Automotive 815 707 15 
Chemicals......... 936 930 1 

EM CL SY coetsccecededectvecocesececestevteceeceteestee 1,930 1,872 3 
Industrial Products 1,431 1,398 2 
Intermodal 2,916 2,738 7 
NOt alercatecccrscdedecsticsdivecel trace tactectececoe taste ee 8,901 8,556 4% 
Average Revenue Per Car 2000 1999 Change 
Agricultural 0... eeeesesesssesseeseseeeeeseeeeeceeeeeeeseeeseeeeeeeeeeeeeeeeeeeeeeeeeeeeees $ 1,604 $1,558 3% 
ANUOMOUV Es ietetesccatederecntevelecateletesevesktesebebebescalatescoelesecntelevenstévednsatersbatess 1,450 1,481 (2) 
CHEMI CalSs.isi.ccsctetcectcentescoatesaxesatedovetoreteastevesavosavesvestovatodedesctadesuceseseseciods 1,752 1,715 2 
eet aia et ince ae te etd te eieeste de ation eats 1,116 1,158 (4) 
Invistrialk Products: 2. seetiea cssticssceshices veshaetesectsovetesvacbedetesetel vassssecssseseessees 1,387 1,357 2 
Teri dal: 65 Shea ee a A Es 655 630 4 
Ot als ieesdsescenedsosdessdesadetaas catonsesuntesacs atessastedets atentncatadonst ale sateoteniteinns $ 1,154 $1,151 - % 


Agricultural — Revenue declined 1%, as a 4% decrease in carloads more than offset a 3% increase in average revenue per 
car. Carloads decreased primarily due to reduced export demand for wheat and corn and a lack of producer selling in 
anticipation of higher prices. Revenue increased for fresh fruits and vegetables primarily as a result of new express train 
service from the Pacific Northwest and northern California to eastern markets. Beverage revenue increased due to new 
wine shipments out of California and higher domestic beer carloads. Average revenue per car increased primarily due 
to an increase in longer haul traffic, particularly domestic corn shuttle shipments to California. 


Automotive — Revenue increased 13% as a result of a 15% increase in carloads. Both revenue and carload totals were all- 
time records, resulting from strong demand for finished vehicles and parts, market share gains and improved rail service. 
Business volume with Mexico was particularly strong due to increased vehicle production levels and more reliable and 
expanded rail service. New service offerings facilitated the conversion of automotive parts shipments from truck to the 
Railroad. Increased container shipments of automotive parts, rather than boxcar shipments, caused average revenue per 
car to decrease slightly. 
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Chemicals — A 1% increase in carloads combined with a 2% increase in average revenue per car led to a 3% increase in 
revenue. Revenue growth was driven primarily by an increase in average revenue per car for soda ash, fertilizer, and liquid 
and dry commodities due to selected price increases. Year-over-year carload improvements came mainly in the first half 
of the year, as a strong economy and customer plant expansions led to increased market demand for plastics, liquid and 
dry chemicals and domestic soda ash. However, a softening economy late in the year resulted in a 2% decline in fourth- 
quarter revenue compared to 1999, with weakness in most areas of the chemical market. 


Energy — Energy revenue was down 1% compared to 1999, despite a 3% increase in carloads for the year. Average revenue 
per car dropped 4% as a result of contract pricing provisions with certain major customers. In the first six months of 
2000, carloads declined compared to 1999 due to lower coal demand at utilities resulting from high inventories caused 
by mild winter weather and Year 2000 stockpiles. In the second half of 2000, carloads increased over 1999 levels due to 
hot summer weather and the combination of cold winter weather late in the year and a significant increase in the price 
of alternative fuels. Delays due to severe winter weather partially offset volume gains in the second half of the year. 


Industrial Products — Revenue increased 5% on a 2% increase in carloads and a 2% increase in average revenue per car. 
A strong economy in the first half of 2000 led to a general increase in demand for most business lines. The largest revenue 
gains were in steel, lumber, cement and other building materials due to an expanding construction market, especially in 
the south and southwest. New rail services and generally improved service performance also contributed to the increase 
in carloads. Starting in the third quarter, a softening in the economy began to adversely affect business demand. Fourth- 
quarter revenue and carloads decreased in nearly all business lines but especially minerals, steel and hazardous waste. The 
increase in average revenue per car was due to gains in higher average revenue per car, steel and lumber carloads and 
selected price increases during the year. 


Intermodal — Revenue increased 11% due to a 7% increase in carloads and a 4% increase in average revenue per car. 
Carload growth resulted from a strong U.S. economy in the first half of 2000 and increased demand for imports from 
Asia. Improved service performance led to an increase in carloads and revenue for expedited premium service. New and 
expanded rail service offerings also contributed to the gains. The increase in average revenue per car was primarily the 
result of price increases and a longer average length of haul in some markets. 


Operating Expenses — Operating expense increased $510 million (6%) to $8.8 billion in 2000. The higher expenses are 
primarily the result of significantly higher fuel prices, inflation, volume costs associated with a 4% increase in carloads 
and higher depreciation expense, partially offset by productivity gains and other cost control measures. Operating 
expenses increased $395 million (5%) to $8.7 billion in 2000, excluding the $115 million pre-tax charge for the work force 
reduction plan. 


Salaries, Wages and Employee Benefits — Salaries, wages and employee benefits increased $19 million (1%) to $3.6 billion. 
Costs decreased $96 million (3%), excluding the $115 million pre-tax work force reduction charge. The primary driver 
was productivity improvements that resulted in lower train crew expenses despite a 4% increase in carload volume. In 
addition, the average employee count decreased 4% from 1999 to 2000. Partially offsetting these gains were increased costs 
due to greater rail volume and wage and employee benefit inflation. 


Equipment and Other Rents — Expenses decreased $20 million (2%) compared to 1999. The improvement was attributable 
to lower prices for equipment and improvements in car cycle times, partially offset by higher volume-related costs. 


Depreciation — Depreciation expense increased $55 million (5%) over 1999, resulting from capital spending in recent 
years. Capital spending totaled $1.7 billion in 2000 compared to $1.8 billion in 1999 and $2.0 billion in 1998. 


Fuel and Utilities — Expenses increased $496 million (63%). The increase was driven by significantly higher fuel prices 
(which added $444 million of additional costs) and higher volume. Fuel prices averaged 90 cents per gallon in 2000 
compared to 56 cents per gallon in 1999, including taxes, transportation costs and regional pricing spreads of 13 cents 
for each of the years. The Railroad hedged approximately 10% of its fuel consumption for the year, which decreased fuel 
costs by $52 million. As of December 31, 2000, expected fuel consumption for 2001 was 8% hedged at 68 cents per gallon 
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excluding taxes, transportation costs and regional pricing spreads (see note 4 to the Consolidated Financial Statements, 
Item 8). 


Materials and Supplies — Expenses increased $6 million (1%), reflecting volume-related increases in car and locomotive 
repairs, partially offset by productivity improvements and cost control measures. 


Casualty Costs — Costs decreased $15 million (4%) compared to 1999, primarily as a result of lower settlement costs. 


Other Costs — Expenses decreased $31 million (4%) compared to 1999. Cost control, productivity gains, and lower 
contract services expenses more than offset volume-related cost increases and higher state and local taxes. 


Operating Income — Operating income increased $81 million (4%) to $1.9 billion. Excluding the work force reduction 
charge, operating income increased $196 million (11%) to a record $2.0 billion. The operating ratio for 2000 was 82.3%. 
Excluding the work force reduction charge, the operating ratio was 81.2%, 0.8 percentage points better than 1999’s 82.0% 
operating ratio. 


Non-Operating Items — Other income increased $11 million (10%), primarily the result of higher real estate sales. 
Interest expense decreased $26 million (4%) primarily as a result of lower average debt levels compared to 1999. 
Excluding the effect of the work force reduction charge, income taxes increased $89 million (19%) for the year, reflecting 
higher income levels and 1999 settlements related to prior tax years. 


Trucking Segment 


Operating Revenues — In 2000, trucking revenues rose $51 million (5%) to over $1.1 billion. The growth resulted 
primarily from yield initiatives, new services and the impact of a fuel surcharge assessed due to higher fuel prices. Partially 
offsetting this growth was a 4% decline in tonnage compared to 1999. 


Operating Expenses — Trucking operating expenses rose $18 million (2%) to $1.1 billion in 2000. Salaries, wages and 
employee benefits decreased $1 million as lower volume, lower employment levels and productivity gains offset wage and 
benefit inflation. Fuel and utilities costs increased $23 million (47%), primarily as a result of significantly higher fuel 
prices (90 cents per gallon average in 2000 compared to 54 cents per gallon average in 1999, including transportation costs 
and regional pricing spreads, and excluding taxes). Overnite hedged 9% of 2000 fuel consumption at an average price 
of 39 cents per gallon excluding taxes, transportation costs, and regional pricing spreads, which decreased costs by $2 
million. As of December 31, 2000, Overnite had not hedged any of its expected 2001 fuel consumption. Equipment and 
other rents increased $2 million (2%) primarily due to an increase in purchased transportation costs in response to the 
ongoing Teamsters’ activity. Casualty costs and other costs decreased $7 million (5%), primarily due to lower expenses 
related to the Teamsters’ activity and also lower cargo loss and damage expenses. 


Operating Income — Trucking operations generated operating income of $53 million in 2000, compared to $20 million 
for 1999. The operating ratio improved to 95.2%, compared to 98.1% in 1999. 


Other Product Lines 

Other — Operating losses increased by $15 million in 2000 compared to 1999. Operating revenues declined $1 million 
year over year. Operating expenses increased $14 million, primarily due to increased spending at Fenix as part of its 
overall strategy of developing new products and services. 

LIQUIDITY AND CAPITAL RESOURCES 


Financial Condition 


Cash from operations was $2.0 billion, $2.1 billion and $1.9 billion in 2001, 2000 and 1999, respectively. The decrease 
from 2000 to 2001 is primarily due to the timing of large cash payments, including the payments for the work force 
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reduction plan. The increase from 1999 to 2000 reflects higher income from continuing operations and decreased cash 
payouts in 2000 for merger-related expenses and customer claims. 


Cash used in investing activities was $1.5 billion in 2001 and $1.6 billion in 2000 and 1999. The decrease from 2000 
to 2001 is due to reduced capital spending and higher asset sales in 2001, partially offset by the receipt of cash dividends 
in 2000. 


Cash used in financing activities was $440 million, $486 million and $256 million in 2001, 2000 and 1999, respectively. 
The decrease from 2000 to 2001 reflects higher debt and other financings in 2001 ($977 million in 2001 versus $509 
million in 2000), partially offset by higher debt repayments ($1.2 billion in 2001 versus $796 million in 2000). The 
increase from 1999 to 2000 reflects higher debt repayments ($796 million in 2000 versus $692 million in 1999) and lower 
financings ($509 million in 2000 versus $634 million in 1999). 


Including the convertible preferred securities (see note 7 to the Consolidated Financial Statements, Item 8) as an 
equity instrument, the ratio of debt to total capital employed was 42.2%, 45.1% and 47.6% at December 31, 2001, 2000 
and 1999, respectively. 


Contractual Obligations and Commercial Commitments 


As described in the notes to the Consolidated Financial Statements, Item 8, as referenced in the tables below, the 
Corporation has contractual obligations and commercial commitments that may affect the financial condition of the 
Corporation. However, based on management's assessment of the underlying provisions and circumstances of the 
material contractual obligations and commercial commitments of the Corporation, including material sources of off- 
balance sheet and structured finance arrangements, there is no known trend, demand, commitment, event or uncertainty 
that is reasonably likely to occur which would have a material effect on the Corporation's financial condition or results 
of operations. In addition, the commercial obligations, financings and commitments made by the Corporation are 
customary transactions which are similar to those of other comparable industrial corporations, particularly within the 
transportation industry. 


The following tables identify material obligations and commitments as of December 31, 2001: 


Payments Due by Period 

Contractual Obligations Less Than After 
Millions of Dollars Total 1Year 2-3Years 4-5 Years 5 Years 
Debt: (Note 7) a) sscsssseseesnstrssaves sete concer $ 6,639 $ 94 $1,433 $1,175 $3,937 
Operating leases (note 8).......sseeesseseeeeeees 3,322 435 651 546 1,690 
Capital lease obligations (note 8).............. 2,452 207 403 344 1,498 
Unconditional purchase obligations 

(GE 12) [BD] ssccscastscenchesehessesnssdcencasseacoates 947 162 385 = - 
Total contractual obligations .............0+ $12,960 $898 $2,872 $2,065 $7,125 


[a] Excludes capital lease obligations of $1,441 million. 

[b] Unconditional purchase obligations represent multi-year contractual commitments to purchase assets at fixed prices and fixed volumes. These 
commitments are made in order to take advantage of pricing opportunities and to insure availability of assets to meet quality and operational 
requirements. Excluded are annual contracts made in the normal course of business for performance of routine services, as well as commitments 
where contract provisions allow for cancellation. 
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Amount of Commitment Expiration 


Per Period 
Total 
Other Commercial Commitments Amounts Less Than After 
Millions of Dollars Committed 1Year 2-3 Years 4-5 Years 5 Years 
Credit facilities (note 7)........ccccseesseseeeees $2,000 $1,000 $ - $1,000 $ - 
Convertible preferred securities (note 7).. 1,500 - - 7 1,500 
Sale of receivables (note 4) ......cccseseeseeees 600 600 - - - 
Guarantees (note 12) [a] .......cceseeseeseeseeeeee 270 7 32 10 221 
Standby letters of credit (note 12) ............ 45 45 - - - 
Total commercial commitments............... $4,415 $1,652 $32 $1,010 $1,721 


[a] Includes guaranteed obligations of affiliated operations. 
Financing Activities 


Credit Facilities — On December 31, 2001, the Corporation had $2.0 billion in revolving credit facilities, of which $1.0 
billion expires in March 2002, with the remaining $1.0 billion expiring in 2005. The facilities, which were entered into 
during March 2001, and March of 2000, respectively, are designated for general corporate purposes and replaced a $2.8 
billion facility, which expired in April 2001. None of the credit facilities were used as of December 31, 2001 or 2000. 
Commitment fees and interest rates payable under the facilities are similar to fees and rates available to comparably rated 
investment-grade corporate borrowers. The Corporation is reviewing rollover options for the credit facility that expires 
in March 2002. 


Shelf Registration Statement — In January 2001, under an existing shelf registration statement, the Corporation issued 
$400 million of fixed-rate debt at 6.65% with a maturity date of January 15, 2011. During May 2001, the Corporation 
issued the remaining $200 million of debt securities available under this shelf registration statement as fixed-rate debt 
at 5.84% with a maturity date of May 25, 2004. Simultaneously, the Corporation entered into an interest rate swap 
converting the debt, issued in May 2001, from a fixed rate to a variable rate. The proceeds from the issuance of this debt 
were used for repayment of debt and other general corporate purposes. 


In June 2001, the Corporation filed a new $1.0 billion shelf registration statement, which became effective June 14, 
2001. Under this shelf registration statement, the Corporation may issue, from time to time, any combination of debt 
securities, preferred stock, common stock or warrants for debt securities or preferred stock in one or more offerings. The 
total offering price of these securities, in the aggregate, can not exceed $1.0 billion. On October 1, 2001, the Corporation 
issued $300 million of fixed-rate debt at 5.75% with a maturity date of October 15, 2007. The proceeds from the issuance 
of this debt were used for repayment of debt and other general corporate purposes. At December 31, 2001, the 
Corporation had $700 million remaining for issuance under the shelf registration. 


On January 17, 2002, the Corporation issued an additional $300 million of fixed-rate debt at 6.125% with a maturity 
date of January 15, 2012. The proceeds from the issuance were also used for repayment of debt and other general 
corporate purposes. At January 24, 2002, the Corporation had $400 million remaining for issuance under the shelf 
registration. The Corporation has no immediate plans to issue equity securities under this shelf registration. 


Other Significant Financings — During July 2001, UPRR entered into capital leases covering new locomotives. The related 


capital lease obligations totaled approximately $124 million and are included in the Statements of Consolidated Financial 
Position as debt (see note 7 to the Consolidated Financial Statements, Item 8). 
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In December 2001, the Railroad entered into a synthetic operating lease arrangement to finance a new headquarters 
building which will be constructed in Omaha, Nebraska. The expected completion date of the building is 2004. It will 
total approximately 1.1 million square feet with approximately 3,800 office workspaces. The cost to construct the new 
headquarters, including capitalized interest, is approximately $260 million. The Corporation has guaranteed the 
Railroad's obligation under this lease. 


UPRR will be the construction agent for the lessor. Total building related costs incurred and drawn from the lease 
funding commitments as of December 31, 2001, were approximately $10 million. After construction is complete, the 
lease has an initial term of five years and provisions for renewal for an extended period subject to agreement between the 
Railroad and lessor. At any time during the lease, the Railroad may, at its option, purchase the building at approximately 
the amount expended by the lessor to construct the building. If the Railroad elects not to renew the lease or purchase 
the building, the Railroad has guaranteed a residual value of approximately $220 million. At December 31, 2001, the 
Railroad has guaranteed, under certain circumstances, a residual value of less than $10 million. 


OTHER MATTERS 


Personal Injury — The cost of injuries to employees and others on Railroad property or in accidents involving the 
trucking segment is charged to expense based on actuarial estimates of the ultimate cost and number of incidents each 
year. In 2001, the Railroad’s work-related injuries that resulted in lost job time declined 7% compared to 2000. In 
addition, accidents at grade crossings decreased 6% compared to 2000. Annual expenses for the Railroad’s personal 
injury-related events were $204 million in 2001, reflecting lower than anticipated settlement costs, $207 million in 2000 
and $228 million in 1999. Compensation for Railroad work-related accidents is governed by the Federal Employers’ 
Liability Act (FELA). Under FELA, damages are assessed based on a finding of fault through litigation or out-of-court 
settlements. The Railroad offers a comprehensive variety of services and rehabilitation programs for employees who are 
injured at work. 


Environmental Costs — The Corporation generates and transports hazardous and nonhazardous waste in its current and 
former operations, and is subject to federal, state and local environmental laws and regulations. The Corporation has 
identified approximately 370 active sites at which it is or may be liable for remediation costs associated with alleged 
contamination or for violations of environmental requirements. This includes 48 sites that are the subject of actions taken 
by the U.S. government, 28 of which are currently on the Superfund National Priorities List. Certain federal legislation 
imposes joint and several liability for the remediation of identified sites; consequently, the Corporation’s ultimate 
environmental liability may include costs relating to other parties, in addition to costs relating to its own activities at each 
site. 


When environmental issues have been identified with respect to the property owned, leased or otherwise used in the 
conduct of the Corporation's business, the Corporation and its consultants perform environmental assessments on such 
property. The Corporation expenses the cost of the assessments as incurred. The Corporation accrues the cost of 
remediation where its obligation is probable and such costs can be reasonably estimated. 


As of December 31, 2001, the Corporation has a liability of $172 million accrued for future environmental costs. The 
liability includes future costs for remediation and restoration of sites, as well as for ongoing monitoring costs, but excludes 
any anticipated recoveries from third parties. Cost estimates are based on information available for each site, financial 
viability of other potentially responsible parties, and existing technology, laws and regulations. The Corporation believes 
that it has adequately accrued for its ultimate share of costs at sites subject to joint and several liability. However, the 
ultimate liability for remediation is difficult to determine because of the number of potentially responsible parties 
involved, site-specific cost sharing arrangements with other potentially responsible parties, the degree of contamination 
by various wastes, the scarcity and quality of volumetric data related to many of the sites, and/or the speculative nature 
of remediation costs. The Corporation expects to pay out the majority of the December 31, 2001, environmental liability 
over the next five years, funded by cash generated from operations. 


Remediation of identified sites previously used in operations, used by tenants or contaminated by former owners 
required cash spending of $63 million in 2001, $62 million in 2000 and $56 million in 1999. The Corporation is also 
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engaged in reducing emissions, spills and migration of hazardous materials, and spent cash of $5 million, $8 million and 
$5 million in 2001, 2000 and 1999, respectively, for control and prevention. In 2002, the Corporation anticipates 
spending $60 million for remediation and $5 million for control and prevention. The impact of current obligations is 
not expected to have a material adverse effect on the results of operations or financial condition of the Corporation. 


Labor Matters 


Rail— Approximately 87% of the Railroad's nearly 48,000 employees are represented by 14 major rail unions. National 
negotiations under the Railway Labor Act to revise the national labor agreements for all crafts began in late 1999. In May 
2001, the Brotherhood of Maintenance of Way Employees (BMWE) ratified a five-year agreement, which included 
provisions for an annual wage increase (based on the consumer price index) and progressive health and welfare cost 
sharing. The health and welfare cost sharing was a milestone as the BMWE is the first union to make significant cost 
contributions to their health and welfare plan. Contract discussions with the remaining unions are either in negotiation 
or mediation. Also during 2001, much of the operating craft unions’ focus was on the proposed merger between the 
United Transportation Union and the Brotherhood of Locomotive Engineers (BLE). In a December 2001 re-vote, the 
BLE resoundingly rejected the merger. Both operating craft unions have indicated a desire to complete national 
negotiations. The Corporation anticipates significant progress in 2002. 


Trucking — Overnite continues to oppose the efforts of the Teamsters to unionize Overnite service centers. Since the 
Teamsters began their efforts at Overnite in 1994, Overnite has received 90 petitions for union elections at 66 of its 170 
service centers, although there have been only nine elections since August 1997, and Teamsters representation was 
rejected in seven of those nine elections. Twenty-two service centers, representing approximately 14% of Overnite’s 
nearly 13,000 nationwide employee work force, have voted for union representation, and the Teamsters have been 
certified and recognized as the bargaining representative for such employees. Employees at 18 of these 22 locations have 
filed decertification petitions since 1999. Elections affecting approximately 400 additional employees are unresolved, and 
there are no elections currently scheduled. Additionally, proceedings are pending in certain cases where a Teamsters’ local 
union lost a representation election. To date, Overnite has not entered into any collective bargaining agreements with 
the Teamsters, who began a job action on October 24, 1999, that has continued into 2002. As of January 19, 2002, 19 
Overnite service centers had approximately 369 employees, less than 3% of Overnite’s work force, who did not report 
to work. Despite the work stoppage, Overnite has managed to improve its revenue and profitability on a year-over-year 
basis. Employees at two Motor Cargo service centers located in North Salt Lake, Utah and Reno, Nevada, representing 
approximately 11% of Motor Cargo's total work force at 30 service centers, are covered by two separate collective 
bargaining agreements with unions affiliated with the Teamsters. Although the agreements cover most of the employees 
at these two facilities, less than half of these covered employees are actual members of unions. 


Inflation — The cumulative effect of long periods of inflation has significantly increased asset replacement costs for 
capital-intensive companies such as the Railroad, Overnite and Motor Cargo. As a result, depreciation charges on an 
inflation-adjusted basis, assuming that all operating assets are replaced at current price levels, would be substantially 
greater than historically reported amounts. 


Derivative Financial Instruments — The Corporation and its subsidiaries use derivative financial instruments, which are 
subject to market risk, in limited instances for other than trading purposes to manage risk related to changes in fuel prices 
and to achieve the Corporation's interest rate objectives. The Corporation uses swaps, futures and/or forward contracts 
to mitigate adverse price movements and exposure to variable cash flows. The use of these instruments also limits future 
gains from favorable movements. The Corporation uses interest rate swaps to manage its exposure to interest rate 
changes and hedge the exposure to fair value changes. The purpose of these programs is to protect the Corporation's 
operating margins and overall profitability from adverse fuel price changes or interest rate fluctuations. 


The Corporation may also use fuel swaptions to secure more favorable swap prices. Swaptions are swaps that are 


extendable past their base period at the option of the counterparty. Swaptions do not qualify for hedge accounting 
treatment and are marked-to-market through the Consolidated Statements of Income. 
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The sensitivity analyses that follow illustrate the economic effect that hypothetical changes in interest rates or fuel 
prices could have on the Corporation’s financial instruments. These hypothetical changes do not consider other factors 
that could impact actual results. 


Interest Rates— The Corporation manages its overall exposure to fluctuations in interest rates by adjusting the proportion 
of fixed- and floating-rate debt instruments within its debt portfolio over a given period. The mix of fixed- and floating- 
rate debt is largely managed through the issuance of targeted amounts of each as debt matures or incremental borrowings 
are required. Derivatives are used in limited circumstances as one of the tools to obtain the targeted mix and hedge the 
exposure to fair value changes. In addition, the Corporation obtains flexibility in managing interest costs and the interest 
rate mix within its debt portfolio by issuing callable fixed-rate debt securities. 


At December 31, 2001 and 2000, the Corporation had variable-rate debt representing approximately 12% and 6%, 
respectively, of its total debt. If variable interest rates average 10% higher in 2002 than the Corporation's December 31, 
2001 variable rate, which was approximately 3%, the Corporation’s interest expense would increase by less than $5 million 
after tax. If variable interest rates had averaged 10% higher in 2001 than the Corporation's December 31, 2000 variable 
rate, the Corporation's interest expense would have increased by less than $5 million after tax. These amounts were 
determined by considering the impact of the hypothetical interest rates on the balances of the Corporation’s variable-rate 
debt at December 31, 2001 and 2000, respectively. 


In May and August 2001, the Corporation entered into interest rate swaps on a total of $598 million of debt with 
varying maturity dates extending to November 2004. The swaps allowed the Corporation to convert the debt from fixed 
rates to variable rates and thereby hedge the risk of changes in the debt's fair value attributable to the changes in the 
benchmark interest rate (LIBOR). The swaps have been accounted for using the short-cut method as allowed by Financial 
Accounting Standards Board Statement (FASB) No. 133, "Accounting for Derivative Instruments and Hedging Activities" 
(FAS 133); and therefore, no ineffectiveness has been recorded within the Corporation's Consolidated Financial 
Statements. The effect of a 10% interest rate increase or decrease in 2002 over the December 31, 2001 rates is included 
in the preceding or succeeding paragraph disclosure, respectively. The Corporation had not entered into any interest rate 
swaps at December 31, 2000. 


Market risk for fixed-rate debt is estimated as the potential increase in fair value resulting from a hypothetical 10% 
decrease in interest rates as of December 31, 2001, and amounts to approximately $226 million at December 31, 2001. 
Market risk resulting from a hypothetical 10% decrease in interest rates as of December 31, 2000, amounted to 
approximately $307 million at December 31, 2000. The fair values of the Corporation’s fixed-rate debt were estimated 
by considering the impact of the hypothetical interest rates on quoted market prices and current borrowing rates. 


Fuel — Fuel costs are a significant portion of the Corporation’s total operating expenses. As a result of the significance 
of fuel costs and the historical volatility of fuel prices, the Corporation’s transportation subsidiaries periodically use swaps, 
futures and/or forward contracts to mitigate the impact of adverse fuel price changes. The Corporation at times may use 
swaptions to secure more favorable swap prices. 


As of December 31, 2001, expected rail fuel consumption for 2002 is 44% hedged (or swaptions are in place) at 56 
cents per gallon excluding taxes, transportation costs and regional pricing spreads. As of December 31, 2001, expected 
rail fuel consumption for 2003 is 5% hedged (or swaptions are in place) at 56 cents per gallon excluding taxes, 
transportation costs and regional pricing spreads. For the Corporation's fuel hedges, if rail fuel prices decrease 10% from 
the December 31, 2001 level, the corresponding increase in fuel expense would be approximately $20 million after tax. 
For the Corporation's swaptions, if rail fuel prices decrease 10% from the December 31, 2001 level, the corresponding 
increase in expense would be approximately $4 million after tax. 


As of December 31, 2000, the Corporation had hedged approximately 8% of its forecasted 2001 fuel consumption at 
68 cents per gallon, excluding taxes, transportation costs and regional pricing spreads. If rail fuel prices had decreased 
10% from the December 31, 2000 level, the corresponding increase in fuel expense would have been approximately $5 
million after tax. 
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As of December 31, 2001, expected trucking fuel consumption for 2002 is 16% hedged at 58 cents per gallon excluding 
taxes, transportation costs and regional pricing spread. As of December 31, 2001, expected trucking fuel consumption 
for 2003 is 5% hedged at 58 cents per gallon excluding taxes, transportation costs and regional pricing spreads. If trucking 
fuel prices decrease 10% from the December 31, 2001 level, the corresponding increase in fuel expense would be less than 
$1 million after tax. As of December 31, 2000, the trucking segment had not hedged any expected fuel consumption for 
2001. 


Accounting Pronouncements — Effective January 1, 2001, the Corporation adopted FAS 133 and FASB No. 138, 
"Accounting for Certain Derivative Instruments and Certain Hedging Activities" (FAS 138). FAS 133 and FAS 138 require 
that the changes in fair value of all derivative financial instruments the Corporation uses for fuel or interest rate hedging 
purposes be recorded in the Corporation's Consolidated Statements of Financial Position. In addition, to the extent fuel 
hedges are ineffective due to pricing differentials resulting from the geographic dispersion of the Corporation's operations, 
income statement recognition of the ineffective portion of the hedge position may be required. Also, derivative 
instruments that do not qualify for hedge accounting treatment per FAS 133 and FAS 138 may require income statement 
recognition. The adoption of FAS 133 and FAS 138 resulted in the recognition of a $2 million asset on January 1, 2001, 
(see note 4 to the Consolidated Financial Statements, Item 8). 


In September 2000, the FASB issued Statement No. 140, “Accounting for Transfers and Servicing of Financial Assets 
and Extinguishments of Liabilities” (FAS 140), replacing FASB No. 125, “Accounting for Transfers and Servicing of 
Financial Assets and Extinguishments of Liabilities” (FAS 125). FAS 140 revises criteria for accounting for securitizations, 
other financial asset transfers and collateral and introduces new disclosures. FAS 140 was effective for fiscal 2000 with 
respect to the new disclosure requirements and amendments of the collateral provisions originally presented in FAS 125. 
All other provisions were effective for transfers of financial assets and extinguishments of liabilities occurring after March 
31, 2001. The provisions are to be applied prospectively with certain exceptions. The adoption of FAS 140 did not have 
a significant impact on the Corporation's Consolidated Financial Statements. 


In July 2001, the FASB issued Statement No. 141, "Business Combinations" (FAS 141). FAS 141 revises the method 
of accounting for business combinations and eliminates the pooling method of accounting. FAS 141 was effective for 
all business combinations that were initiated or completed after June 30, 2001. Management believes that FAS 141 will 
not have a material impact on the Corporation's Consolidated Financial Statements. 


Also in July 2001, the FASB issued Statement No. 142, "Goodwill and Other Intangible Assets" (FAS 142). FAS 142 
revises the method of accounting for goodwill and other intangible assets. FAS 142 eliminates the amortization of 
goodwill, but requires goodwill to be tested for impairment at least annually at a reporting unit level. FAS 142 is effective 
for the Corporation's fiscal year beginning January 1, 2002. Management believes that FAS 142 will not have a material 
impact on the Corporation's Consolidated Financial Statements. In accordance with FAS 142, the Corporation will 
eliminate annual goodwill amortization of $2 million. At December 31, 2001, the Corporation had $50 million of 
goodwill remaining. 


In August 2001, the FASB issued Statement No. 143, "Accounting for Asset Retirement Obligations" (FAS 143). FAS 
143 is effective for the Corporation's fiscal year beginning January 1, 2003, and requires the Corporation to record the 
fair value of a liability for an asset retirement obligation in the period in which it is incurred. Management is in the 
process of evaluating the impact this standard will have on the Corporation's Consolidated Financial Statements. 


In addition, in October 2001, the FASB issued Statement No. 144, "Accounting for the Impairment of Disposal of 
Long-Lived Assets" (FAS 144). FAS 144 replaces FASB Statement No. 121, "Accounting for the Impairment of Long- 
Lived Assets and for Long-Lived Assets to Be Disposed of' (FAS 121). FAS 144 develops one accounting model, based 
on the framework established in FAS 121, for long-lived assets to be disposed of by sale. The accounting model applies 
to all long-lived assets, including discontinued operations, and it replaces the provisions of APB Opinion No. 30, 
"Reporting Results of Operations-Reporting the Effects of Disposal of a Segment of a Business and Extraordinary, Unusual 
and Infrequently Occurring Events and Transactions," for disposal of segments of a business. FAS 144 requires that long- 
lived assets be measured at the lower of carrying amount or fair value less cost to sell, whether reported in continuing 
operations or in discontinued operations. FAS 144 also broadens the definition of discontinued operations. FAS 144 is 
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effective for the Corporation's fiscal year beginning January 1, 2002. Management believes that FAS 144 will not have 
a material impact on the Corporation's Consolidated Financial Statements. 


Commitments and Contingencies — There are various claims and lawsuits pending against the Corporation and certain 
of its subsidiaries. The Corporation is also subject to various federal, state and local environmental laws and regulations, 
pursuant to which it is currently participating in the investigation and remediation of various sites. A discussion of 
certain claims, lawsuits, contingent liabilities and guarantees is set forth in note 12 to the Consolidated Financial 
Statements, Item 8. 


A LOOK FORWARD 
2002 Business Outlook 


Rail — The Railroad expects to build on the positive momentum generated in the past several years and continue to grow 
revenue, earnings and free cash flow. Free cash flow is defined as cash provided by operating activities less cash used in 
investing activities and dividends paid. The impact in 2001 of economic recession and declining industrial production 
is expected to subside in the latter half of 2002. Year-over-year revenue growth is projected in the economically sensitive 
intermodal, chemical and industrial products commodity segments. Agricultural products, notably wheat, is also 
expected to improve. Energy revenue is expected to decline slightly from the record setting pace of 2001. Automotive 
revenue is also expected to decrease; however, new contracts in the automotive sector are expected to help mitigate this 
decline, and, therefore, the automotive sector should continue to be a strong revenue provider. The Railroad will continue 
to focus on improving service performance and developing new, innovative rail service offerings to meet the changing 
needs of its customers. Cost control and continuing improvements in productivity should help drive the operating ratio 
lower. Fuel prices are expected to be substantially below the levels of the past two years, but will still be susceptible to 
volatile price swings. To help reduce the impact of fuel price volatility on earnings, the Railroad will continue to look 
for opportunities to use hedge contracts. 


On December 21, 2001, The Railroad Retirement and Survivors' Improvement Act of 2001 (the Act) was signed into 
law. The Act was a result of historic cooperation between rail management and labor, and provides improved railroad 
retirement benefits for employees and reduced payroll taxes for employers. Although the exact impact is not yet known, 
the Railroad anticipates that the phased-in tax reductions will have a beneficial impact on its financial results in the future. 


Trucking — Overnite expects financial performance to improve in the second half of 2002 following difficult economic 
conditions during the first half of the year. Operating expenses are projected to be positively impacted by lower fuel 
prices, cost control and productivity improvements, which will mitigate the impact of inflationary pressures. Overnite 
will continue to offer reliable on-time performance and quality service, which should enable Overnite to maintain 
profitable margins. The addition of Motor Cargo will enable the trucking segment to provide expanded regional coverage 
in the western United States. 


2002 Capital Investments 


The Corporation’s 2002 capital expenditures and debt service requirements are expected to be funded through cash 
generated from operations, additional debt financings and the sale or lease of various operating and non-operating 
properties. The Corporation expects that these sources will continue to provide sufficient funds to meet cash 
requirements in the foreseeable future. In 2002, the Railroad expects to spend approximately $1.7 billion on capital 
expenditures. These capital expenditures will be used to maintain track and structures, continue capacity expansions on 
its main lines, upgrade and augment equipment to better meet customer needs, build infrastructure and develop and 
implement new technologies. Overnite and Motor Cargo will continue to maintain their truck fleet, expand service 
centers and enhance technology. 
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Cautionary Information 


Certain statements in this report are, and statements in other material filed or to be filed with the Securities and Exchange 
Commission (as well as information included in oral statements or other written statements made or to be made by the 
Corporation) are, or will be, forward looking within the meaning of the Securities Act of 1933 and the Securities Exchange 
Act of 1934. These forward-looking statements include, without limitation, statements regarding: expectations as to 
operational improvements; expectations as to cost savings, revenue growth and earnings; the time by which certain 
objectives will be achieved; estimates of costs relating to environmental remediation and restoration; proposed new 
products and services; expectations that claims, lawsuits, environmental costs, commitments, contingent liabilities, labor 
negotiations or agreements, or other matters will not have a material adverse effect on its consolidated financial position, 
results of operations or liquidity; and statements concerning projections, predictions, expectations, estimates or forecasts 
as to the Corporation’s and its subsidiaries’ business, financial and operational results, and future economic performance, 
statements of management’s goals and objectives and other similar expressions concerning matters that are not historical 
facts. 


Forward-looking statements should not be read as a guarantee of future performance or results, and will not 
necessarily be accurate indications of the times at, or by which, such performance or results will be achieved. Forward- 
looking information is based on information available at the time and/or management’s good faith belief with respect 
to future events, and is subject to risks and uncertainties that could cause actual performance or results to differ materially 
from those expressed in the statements. Important factors that could cause such differences include, but are not limited 
to, whether the Corporation and its subsidiaries are fully successful in implementing their financial and operational 
initiatives; industry competition, conditions, performance and consolidation; legislative and/or regulatory developments, 
including possible enactment of initiatives to re-regulate the rail business; natural events such as severe weather, floods 
and earthquakes; the effects of adverse general economic conditions, both within the United States and globally; any 
adverse economic or operational repercussions from recent terrorist activities, any government response thereto and any 
future terrorist activities; changes in fuel prices; changes in labor costs; labor stoppages; and the outcome of claims and 
litigation. 


Forward-looking statements speak only as of the date the statement was made. The Corporation assumes no 
obligation to update forward-looking information to reflect actual results, changes in assumptions or changes in other 
factors affecting forward-looking information. If the Corporation does update one or more forward-looking statements, 
no inference should be drawn that the Corporation will make additional updates with respect thereto or with respect to 
other forward-looking statements. 


Item 7A. Quantitative and Qualitative Disclosures about Market Risk 


Information concerning market risk sensitive instruments is set forth under Management’s Discussion and Analysis of 
Financial Condition and Results of Operations — Other Matters, Item 7, and note 4 to the Consolidated Financial 
Statements, Item 8. 
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MANAGEMENT REPORT ON RESPONSIBILITY FOR CONSOLIDATED FINANCIAL STATEMENTS 


The accompanying consolidated financial statements, which consolidate the accounts of Union Pacific Corporation and 
its Subsidiary Companies (the Corporation), have been prepared in conformity with accounting principles generally 
accepted in the United States of America. 


The integrity and objectivity of data in these consolidated financial statements and accompanying notes, including 
estimates and judgments related to matters not concluded by year end, are the responsibility of management as is all other 
information in this report. Management devotes ongoing attention to review and appraisal of its system of internal 
controls. This system is designed to provide reasonable assurance, at an appropriate cost, that the Corporation’s assets 
are protected, that transactions and events are recorded properly and that financial reports are reliable. The system is 
augmented by a staff of internal auditors; careful attention to selection and development of qualified financial personnel; 
programs to further timely communication and monitoring of policies, standards and delegated authorities; and 
evaluation by independent auditors during their audits of the annual consolidated financial statements. 


The Audit Committee of the Corporation’s Board of Directors, composed entirely of outside directors, as identified 
below, meets regularly with financial management, the corporate auditors and the independent auditors to review the 
work of each. The independent auditors and corporate auditors have free access to the Audit Committee, without 
management representatives present, to discuss the results of their audits and their comments on the adequacy of internal 
controls and the quality of financial reporting. 


Ne denen 


Chairman, President, Chief Executive Officer and Director 


Lowa A Young 


Executive Vice President—Finance 


Gola Cah, 


Vice President and Controller 


The Corporation's Audit Committee is comprised of the following Directors: 


Judith Richards Hope, Chair 
Thomas J. Donohue 
Spencer F. Eccles 

Steven R. Rogel 

Richard D. Simmons 
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INDEPENDENT AUDITORS’ REPORT 
Union Pacific Corporation, its Directors and Shareholders: 


We have audited the accompanying consolidated statements of financial position of Union Pacific Corporation and 
Subsidiary Companies (the Corporation) as of December 31, 2001 and 2000, and the related consolidated statements of 
income, changes in common shareholders’ equity and cash flows for each of the three years in the period ended December 
31, 2001. Our audits also included the consolidated financial statement schedule listed in the Table of Contents at Part 
IV, Item 14. These consolidated financial statements and consolidated financial statement schedule are the responsibility 
of the Corporation’s management. Our responsibility is to express an opinion on these consolidated financial statements 
and consolidated financial statement schedule based on our audits. 


We conducted our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe 
that our audits provide a reasonable basis for our opinion. 


In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position 
of Union Pacific Corporation and Subsidiary Companies at December 31, 2001 and 2000, and the results of their 
operations and their cash flows for each of the three years in the period ended December 31, 2001, in conformity with 
accounting principles generally accepted in the United States of America. Also, in our opinion, such consolidated 
financial statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole, 
presents fairly in all material respects the information set forth therein. 


Aalaitta 4p Gidachs oer 


Omaha, Nebraska 
January 24, 2002 
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CONSOLIDATED STATEMENTS OF INCOME 
Union Pacific Corporation and Subsidiary Companies 


Millions of Dollars, Except Share and Per Share 


Amounts, for the Years Ended December 31 2001 2000 1999 
Operating Revenues Rail, trucking and other oo... eesessseeeseseeeeesseeeeeeees $11,973 $11,878 $11,237 
Operating Expenses Salaries, wages and employee benefits ae 4,276 4,311 4,285 
Equipment and other rents... eeeesseseeeeeseseeeeeees 1,307 1,281 1,297 
Depreciation vieciivcetivnincwnvaccirccnecdetieie 1,174 1,140 1,083 
Pueliand aitilitiés nccccn cn kndndnkndnccnisoneiecs 1,316 1,350 832 
Materials and supplies... ceeeesesesssesessseseeeseaes 537 593 590 
Castialty COStS......csccesesesesesesesesesesesesesssssssesesesesssesesesees 376 360 378 
OthercOsts. siveccectivcdsvsaistasvbs snta svete cees cose acs covctcenceseasees 915 940 968 
HW 2 aR a 9,901 9,975 9,433 
Income Operating INCOME oo. eee esses eteeeeteteeteeseeeeseeeseees 2,072 1,903 1,804 
Other income: ans Sacnendkn don neues 162 130 131 
Interest expenseisstesiccs csi teceeeitpetesthueennvelteesuselaeesteened (701) (723) (733) 
Income before incOME tax ......csccscscessscesscssssseseseees 1,533 1,310 1,202 
Income faxes: cece issn een cn cvciencruneeee (567) (468) (419) 
Income from continuing operations ....... cee 966 842 783 
Income from discontinued operations... - - 27 
IN CU INCOME si eiieeieeiel eu ateetess ovens vacaaatvoatieedeceleeen $ 966 $ 842 $ 810 
Share and Basic: 
Per Share Income from continuing operations ..............0 $ 3.90 $ 3.42 $ 3.17 
Income from discontinued operations............... - - 0.11 
INetANCOME? h. soses cee $ 3.90 $ 3.42 $ 3.28 
Diluted: 
Income from continuing operations .............0 $ 3.77 $ 3.34 $ 3.12 
Income from discontinued operations............... - - 0.10 
INGEN COME: 8.205 ets settee sceseesstas chek leas Sdevelaseeevtasss $ 3.77 $ 3.34 $ 3.22 
Weighted-average number of shares (basic)............. 248.0 246.5 246.6 
Weighted-average number of shares (diluted) ......... 271.9 269.5 269.8 
TI VIG ENS vessivenvecsevsssisnsxe reasegestesusesvvsaseatedvsssvoersouneeenses $ 0.80 $ 0.80 $ 0.80 


The accompanying notes are an integral part of these Consolidated Financial Statements. 
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 
Union Pacific Corporation and Subsidiary Companies 


Millions of Dollars, as of December 31 2001 2000 
Assets 
Current Assets Cash and temporary investMent ........cccssseeeseeseseseseseseseseseseeeees $ 113 $ 105 
Accounts receivable, net.....cccccccscsscsssccsssccsssccssscsssscessscessssesssessseses 604 597 
TH VERCOLIES eseceseressteediaecaeesoecarexete oieees oe ek eeb laa Bh See hee 265 360 
Current deferred incOMe taxes ......ccccecccscsscessccssscsssscessscssssessssesssenes 400 507 
Other CURFENTASSEtS: oh seiasoldesharessesastessdeastea iésentosddsaadeasenisdusddseatvadeens 160 134 
MO GAL PS cvsceadiccsdes sh cevcensidvescacicevuessosesissvacseieabaibussea ties riaptoea ecu sestni castes 1,542 1,703 
Investments Investments in and advances to affiliated companies... 708 644 
Other investMeNnt ........ccccssscessscssscessscessscessscsssessssessscessscssssessssesssees 78 96 
"EOt ale tA scccscesstesscessonstestatastessatessicsstasacmbote utes vatesacucatentatedtonsededtesteseenees 786 740 
Properties OSU terri scccseasoesdsvsstesgseattesdsousSeatansdoeiaeestacatscaddoadésodtiassaaddesdsvekitaaioadssass 36,436 35,458 
Accumulated depreciation .......cessssessessseseseescseeeseeseseseeeeaessseeeeseees (7,644) (7,262) 
INGE fess foro deta deride bacesed hc deose be SaR elise Bec eek cbr ee ben Rie aa eae 28,792 28,196 
Other (OPTET ASSETS La srecsch ccs badaccateseoacebacoa Gesachosinbadhadavbaaseuaatnedoastocussaaloantoeass 431 278 
LO balaSsetsys osdcscdvesasecsceveswtesovasedsccvacetsavecetessaacodadeondsessecerusssueseaeeeseees $31,551 $30,917 
Liabilities and Shareholders’ Equity 
Current Liabilities Accounts payables. iisiasisesicistisssislsias isin lanlanintiaianeainaitins. $ 567 $ 658 
Accrued wages and Vacation ....cccssseesssssssssesssssssssesesesesesesesesesens 394 422 
Accrued casualty COStS ....ccececseesesesesssssssessssssssssssssssssssssssssasasasssasavas 398 409 
Income and Other taxesisinzesccisdiesesivcuesctucconMevscavedicesecdsese cossevessoosees 286 234 
Dividends and interest........ccccccccccsscessscsssscsssscssccessccsssscsssseesssesssseeass 255 265 
Debt due within one year ..cccsesesessseeseeeeessessssesseseesessee 194 207 
Other current liabilities 0.0... cc. ccccessscesecssscessscessscsssssssssessscesssseseees 598 767 
MOA oe eee eee eee oe EER IESG 2,692 2,962 
Other Liabilities and Debt dité-atter-one year icisisiveiiesieitscctudiunialn iidetasieateateaieds 7,886 8,144 
Shareholders’ Equity Deferred in COMme: taxes? s.ccccccccsucedsccdssacacssccscescuecssvestovecsedsceteetevitisées 7,882 7,561 
Acoruedicasual ty COSts os.t.i.c.tidesetetecesseetstervtesecesvaesveesvecseset¥cetveetteettes 750 834 
Retiree benefits obligation... eeeseeeseseseeeseseeeeeeeseseseseseseseeees 812 745 
Other long-term liabilities... esses sees sees eeeeeeseseseseneseneseeees 454 509 
Company-obligated mandatorily redeemable convertible 
Preferred SCCUNILIES s. ccccec se seeaceagedecadecasantdeshsecugceSies secdteetin eattates 1,500 1,500 
Commitments and contingencies 
Common shareholders’ equity... ssssssessseeeeseseseeeessseseeeeesseseseees 9,575 8,662 
Total liabilities and shareholders’ equity... sseeesseseeeeeeseeeee $31,551 $30,917 


The accompanying notes are an integral part of these Consolidated Financial Statements. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 
Union Pacific Corporation and Subsidiary Companies 


Millions of Dollars, for the Years Ended December 31 2001 2000 1999 
Operating Activities © Net incOMe oo. ccesesesseseeeseeeseseenseseaseneeeses $ 966 $ 842 $ 810 
Less income from discontinued operations............ 7 27 
Income from continuing operations... 966 842 783 
Non-cash charges to income: 
Depreciation iecsicssccsccetisnescestotsseseessessussvessatecteseoes 1,174 1,140 1,083 
Deferred incOME taX€ .......cccseeseeesseeseeseeeeeeeeees 424 447 529 
Otek; ME. <38ss8053 Sisseveisrasstovtavieranteutaesaseaenateteaes (452) (298) (578) 
Changes in current assets and liabilities, net........... (120) (78) 52 
Cash provided by operating activities ....... eee 1,992 2,053 1,869 
Investing Activities Capital investment oe eeesessseecesseeteeeeseeeeeeeeeaees (1,736) (1,783) (1,834) 
Proceeds from sale of assets and other investing 
ACTIVITIES ......esceceseceescesecesceecessecesceeeeesecesesseeseeeeeees 192 146 220 
Cash used in investing activities ...... te eeeeeeeeeeeees (1,544) (1,637) (1,614) 
Financing Activities Dividends paid... eesssseeseseseeceesseeeeeeesseeseeeeeees (198) (199) (198) 
Debt repaid oee.cccssssssssssssssssssssssessssesssssssseeessseesssssseeeses (1,219) (796) (692) 
FIMANCINGS; Ntiseceiecsceseesssssssssssssisesscebsosstessenssbecesssons 977 509 634 
Cash used in financing activities... eeeseseeeeeeee (440) (486) (256) 
Net change in cash and temporary investments ..... 8 (70) (1) 
Cash and temporary investments at beginning of 
VOL cccssctucestocstecvtoveaseeageadessasvensssievedonensvenesusveusteite 105 175 176 
Cash and temporary investments at end of year... $ 113 $ 105 $ 175 
Changesin Current Accounts receivable, Net... cessseesseseeeeeeseseeees $ 10 $ (16) $ 62 
Assets and TNiVETILOTIES osstactteAsecerscevaesctcosteestea tesa ue ts tsa Man osha 96 (23) 6 
Liabilities, net Other Current aSsets.......ccccescescsesesseescesesscesceseeeeees 57 (116) 31 
Accounts, wages and vacation payable... (112) 73 11 
Debt due within one year... eeesseseeeeeeeteteeeeeees (13) (7) 33 
Other current liabilities... ee eeeeeseeseeeeeseeeeees (158) 11 (91) 
EIS Al has sidvasaabssdiabpasaeobescesiaasbaurbcl Gea dedarasdiabwiaQntts $ (120) $ (78) $ 52 
Supplemental cash flow information: 
Cash paid (received) during the year for: 
Interest: sci issctescatieisicictstctsicsctensssheseestiseseestoces $ 722 $ 756 $ 742 
Income taxes, Mt ......ccccescscesscetesseeeteeeeeeees AE 25 (110) 
Non-cash transaction 
Acquisition of Motor Cargo... 80 - - 


The accompanying notes are an integral part of these Consolidated Financial Statements. 
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CONSOLIDATED STATEMENTS OF CHANGES IN COMMON SHAREHOLDERS' EQUITY 


Union Pacific Corporation and Subsidiary Companies 


Millions of Dollars 


Retained 
Earnings 


[b] 


Treasury 


Stock 


Accumulated Other 
Comprehensive Income (Loss) 


Minimum Foreign 
Pension Currency 
Liability Translation 
Adjustments. Adjustments 


Adjustments Total 


Balance at January 1, 1999... eee 


$4,441 


$(1,792) 


Netincome:: oc. casciiaeikae caked 
Other comprehensive loss, net of tax. 
Comprehensive income... 
Conversion, exercises of stock 
options, forfeitures and other - 
net (41,206) shares in 1999......... 
Dividends declared ($0.80 per 


810 


(6) 


(1,756) 


Netin come sich ticahi teste hs 
Other comprehensive income, 
NET OL tdK... scdsssinsssesciessoussioseasscusses 


Comprehensive income. 

Conversion, exercises of stock 
options, forfeitures and other - 
net (1,060,242) shares in 2000... 

Dividends declared ($0.80 per 


Neti Come sinssievangtiianentianenianeenciss 
Other comprehensive loss, net of tax. 
Comprehensive income... 
Conversion, exercises of stock 
options, forfeitures and other - 
net 265,112 shares in 2001 [c]...... 
Dividends declared ($0.80 per 


(199) 


200 


$6,466 


$(1,549) 


$ - $ - 
(2) (4) 
(2) (4) 

z 6 
(2) 2 
(5) 1 
$(7) $ 3 


$(11) 


[a] Common stock $2.50 par value; 500,000,000 shares authorized; 275,499,087 shares issued at the end of 2001; 275,233,975 
shares issued at the end of 2000; 276,294,217 shares issued at the end of 1999. 
[b] Balance at end of year, shares at cost: 25,208,819 in 2001; 28,413,483 in 2000; 28,510,907 in 1999. 


[c] The Corporation utilized approximately 1.7 million shares of treasury stock in the acquisition of Motor Cargo Industries, Inc. 


The accompanying notes are an integral part of these Consolidated Financial Statements. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
Union Pacific Corporation and Subsidiary Companies 


Significant Accounting Policies 


Principles of Consolidation — The Consolidated Financial Statements include the accounts of Union Pacific Corporation 
(UPC or the Corporation) and all of its subsidiaries. Investments in affiliated companies (20% to 50% owned) are 
accounted for using the equity method of accounting. All material intercompany transactions are eliminated. 


Cash and Temporary Investments — Temporary investments are stated at cost which approximates fair value and consist 
of investments with original maturities of three months or less. 


Inventories — Inventories consist of materials and supplies carried at the lower of average cost or market. 


Property and Depreciation — Properties are carried at cost. Provisions for depreciation are computed principally on the 
straight-line method based on estimated service lives of depreciable property. The cost (net of salvage) of depreciable 
rail property retired or replaced in the ordinary course of business is charged to accumulated depreciation. A gain or loss 
is recognized in other income for all other property upon disposition. The cost of internally developed software is 
capitalized and amortized over a five-year period. An obsolescence review of capitalized software is performed on a 
periodic basis. 


Impairment of Long-lived Assets — The Corporation reviews long-lived assets, including identifiable intangibles, for 
impairment when events or changes in circumstances indicate that the carrying amount of an asset may not be 
recoverable. If impairment indicators are present and the estimated future undiscounted cash flows are less than the 
carrying value of the long-lived assets, the carrying value is reduced to the estimated fair value as measured by the 
discounted cash flows. 


Revenue Recognition — Transportation revenues are recognized on a percentage-of-completion basis as freight moves 
from origin to destination. Other revenue is recognized as service is performed or contractual obligations are met. 


Translation of Foreign Currency — The Corporation translates its portion of the assets and liabilities related to foreign 
investments into U.S. dollars at the exchange rates in effect at the balance sheet date. Revenues and expenses are 
translated at the average rates of exchange prevailing during the year. The resulting translation adjustments are reflected 
within shareholders’ equity as accumulated other comprehensive income or loss. Transaction gains and losses related 
to intercompany accounts are not material. 


Financial Instruments — The carrying value of the Corporation’s non-derivative financial instruments approximates fair 
value, except for differences with respect to long-term, fixed-rate debt and certain differences relating to cost method 
investments and other financial instruments that are not significant. The fair value of financial instruments is generally 
determined by reference to market values as quoted by recognized dealers or developed based upon the present value of 
expected future cash flows discounted at the applicable U.S. Treasury rate, London Interbank Offered Rates (LIBOR) or 
swap spread. 


The Corporation periodically uses derivative financial instruments to manage risk related to changes in fuel prices and 
interest rates. 


Earnings Per Share — Basic earnings per share (EPS) is calculated on the weighted-average number of common shares 
outstanding during each period. Diluted earnings per share include shares issuable upon exercise of outstanding stock 
options and the potential conversion of the preferred securities where the conversion of such instruments would be 
dilutive. 


Use of Estimates — The Consolidated Financial Statements of the Corporation include estimates and assumptions 
regarding certain assets, liabilities, revenues and expenses and the disclosure of certain contingent assets and liabilities. 
Actual future results may differ from such estimates. 
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Personal Injury — The cost of injuries to employees and others on Union Pacific Railroad Company (UPRR) property 
or in accidents involving the trucking segment is charged to expense based on actuarial estimates of the ultimate cost and 
number of incidents each year. 


Environmental — When environmental issues have been identified with respect to the property owned, leased or 
otherwise used in the conduct of the Corporation's business, the Corporation and its consultants perform environmental 
assessments on such property. The Corporation expenses the cost of the assessments as incurred. The Corporation 
accrues the cost of remediation where its obligation is probable and such costs can be reasonably estimated. 


Change in Presentation — Certain prior year amounts have been reclassified to conform to the 2001 Consolidated 
Financial Statement presentation. These reclassifications had no effect on previously reported operating income or net 
income. 


1. Operations and Segmentation 


Union Pacific Corporation consists of two reportable segments, rail and trucking, as well as UPC’s other product lines 
(Other). The rail segment includes the operations of the Corporation’s indirect wholly owned subsidiary, UPRR and 
UPRR’s subsidiaries and rail affiliates (collectively, the Railroad). The trucking segment includes the operations of the 
Corporation's indirect wholly owned subsidiaries, Overnite Transportation Company (Overnite) and, subsequent to 
November 30, 2001, Motor Cargo Industries, Inc. (Motor Cargo). The Corporation's other product lines are comprised 
of the corporate holding company (which largely supports the Railroad), Fenix LLC and affiliated technology companies 
(Fenix), self-insurance activities and all appropriate consolidating entries. 


Rail Segment 


Operations — The Railroad is a Class I railroad that operates in the United States. As of October 1, 1996, the Railroad 
included Southern Pacific Rail Corporation (Southern Pacific or SP). In addition, during 1997, the Railroad and a 
consortium of partners were granted a 50-year concession to operate the Pacific-North and Chihuahua Pacific lines in 
Mexico. The Railroad made an additional investment in the consortium in 1999. During 2001, UPC completed its 
integration of Southern Pacific's rail operations. 


The Railroad has over 33,000 route miles linking Pacific Coast and Gulf Coast ports to the Midwest and eastern United 
States gateways and providing several north/south corridors to key Mexican gateways. The Railroad serves the western 
two-thirds of the country and maintains coordinated schedules with other carriers for the handling of freight to and from 
the Atlantic Coast, the Pacific Coast, the Southeast, the Southwest, Canada and Mexico. Export and import traffic is 
moved through Gulf Coast and Pacific Coast ports and across the Mexican and Canadian borders. Railroad freight is 
comprised of six commodity lines: agricultural, automotive, chemicals, energy, industrial products and intermodal. The 
Railroad continues to focus on utilization of its capital asset base to meet current operating needs and to introduce 
innovative rail services across every commodity line. 


The Railroad is subject to price and service competition from other railroads, motor carriers and barge operators. The 
Railroad's main competitor is Burlington Northern Santa Fe Corporation. Its rail subsidiary, The Burlington Northern 
and Santa Fe Railway Company, operates parallel routes in many of the Railroad's main traffic corridors. In addition, 
the Railroad's operations are conducted in corridors served by other competing railroads and by motor carriers. Motor 
carrier competition is particularly strong for intermodal traffic. Because of the proximity of the Railroad's routes to major 
inland and Gulf Coast waterways, barge competition can be particularly pronounced, especially for grain and bulk 
commodities. 


Employees — Approximately 87% of the Railroad's nearly 48,000 employees are represented by 14 major rail unions. 
National negotiations under the Railway Labor Act to revise the national labor agreements for all crafts began in late 1999. 
In May 2001, the Brotherhood of Maintenance of Way Employees (BMWE) ratified a five-year agreement, which included 
provisions for an annual wage increase (based on the consumer price index) and progressive health and welfare cost 
sharing. The health and welfare cost sharing was a milestone as the BMWE is the first union to make significant cost 
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contributions to their health and welfare plan. Contract discussions with the remaining unions are either in negotiation 
or mediation. Also during 2001, much of the operating craft unions' focus was on a proposed merger between the United 
Transportation Union and the Brotherhood of Locomotive Engineers (BLE). In a December 2001 re-vote, the BLE 
resoundingly rejected the merger. Both operating craft unions have indicated a desire to complete national negotiations. 
The Corporation anticipates significant progress in 2002. 


Trucking Segment 


Operations — The trucking segment includes the operations of Overnite and Motor Cargo. Overnite is a major interstate 
trucking company specializing in less-than-truckload (LTL) shipments. Overnite serves all 50 states and portions of 
Canada and Mexico through 170 service centers located throughout the United States providing regional, inter-regional 
and long haul service. Overnite transports a variety of products including machinery, tobacco, textiles, plastics, 
electronics and paper products. Motor Cargo is a western regional LTL carrier that provides comprehensive service 
throughout 10 western states. Motor Cargo transports general commodities, including consumer goods, packaged 
foodstuffs, industrial and electronic equipment and auto parts. Overnite and Motor Cargo experience intense service 
and price competition from regional, inter-regional and national LTL carriers and, to a lesser extent, from truckload 
carriers, railroads and overnight delivery companies. Major competitors include USFreightways and CNF Inc. Overnite 
and Motor Cargo believe they are able to compete effectively in their markets by providing high quality, customized 
service at competitive prices. 


Employees — Overnite continues to oppose the efforts of the International Brotherhood of Teamsters (Teamsters) to 
unionize Overnite service centers. Since the Teamsters began their efforts at Overnite in 1994, Overnite has received 90 
petitions for union elections at 66 of its 170 service centers, although there have been only nine elections since August 
1997, and Teamsters representation was rejected in seven of those nine elections. Twenty-two service centers, representing 
approximately 14% of Overnite’s nearly 13,000 nationwide employee work force, have voted for union representation, 
and the Teamsters have been certified and recognized as the bargaining representative for such employees. Employees 
at 18 of these 22 locations have filed decertification petitions since 1999. Elections affecting approximately 400 additional 
employees are unresolved, and there are no elections currently scheduled. Additionally, proceedings are pending in 
certain cases where a Teamsters’ local union lost a representation election. To date, Overnite has not entered into any 
collective bargaining agreements with the Teamsters, who began a job action on October 24, 1999, that has continued 
into 2002. As of January 19, 2002, 19 Overnite service centers had approximately 369 employees, less than 3% of 
Overnite’s work force, who did not report to work. Despite the work stoppage, Overnite has managed to improve its 
revenue and profitability on a year-over-year basis. Employees at two Motor Cargo service centers located in North Salt 
Lake, Utah and Reno, Nevada, representing approximately 11% of Motor Cargo's total work force at 30 service centers, 
are covered by two separate collective bargaining agreements with union affiliated with the Teamsters. Although the 
agreements cover most of the employees at these two facilities, less than half of these covered employees are actual 
members of unions. 


Other Product Lines 


Other — Included in the other product lines are the results of the corporate holding company, Fenix, self-insurance 
activities, and all appropriate consolidating entries. 


The following table details reportable financial information for the Corporation’s segments and other product lines for 
the years ended December 31, 2001, 2000 and 1999: 


Millions of Dollars 2001 2000 1999 
Operating revenues: [a] 
Rall sseicietcactssdzescacccsuneanaevennds totes sbarerazesaveveueteretessbeteumusueesviasedeees $10,800 $10,731 $10,140 
PPUCKIN G shidladsscaatiliiesubisurstuchastausasuinterdeiauisnasvasttaaraasarnanass 1,143 1,113 1,062 
C6 10 05 wep ep Ce PTR PCS EE SE ER 30 34 35 
Consolidated esiecisvcscetiessecessevtessienets setvsvdnssteacdaceonisgeejeeda cokes $11,973 $11,878 $11,237 
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Millions of Dollars 2001 2000 1999 


Depreciation and amortization: 


$ 1,120 $ 1,089 $ 1,034 
48 48 46 

6 3 3 

$ 1,174 $ 1,140 $ 1,083 
$ 2,081 $ 1,903 $ 1,822 
54 53 20 

(63) (53) (38) 

$ 2,072 $ 1,903 $ 1,804 
$ 584 $ 592 $ 618 
1 1 1 

116 130 114 

$ 701 $ 723 $ 733 
$ 613 $ 511 $ 465 
29 28 8 

(75) (71) (54) 

$ 567 $ 468 $ 419 
$ 78 $ 78 $ 55 
$ 78 $ 78 $ 55 
$ 1,058 $ 926 $ 854 
46 43 29 
(138) (127) (73) 

$ 966 $ 842 $ 810 
$ 708 $ 644 $ 657 
$ 708 $ 644 $ 657 
$30,563 $29,993 $29,184 
751 677 695 
237 247 313 
$31,551 $30,917 $30,192 
$ 1,687 $ 1,735 $ 1,777 
40 33 55 

9 15 2 

$ 1,736 $ 1,783 $ 1,834 


[a] The Corporation has no significant intercompany sales activities. 

[b] Included the $115 million pre-tax ($72 million after-tax) work force reduction charge in 2000. 

[c] The Railroad has equity interests in several railroad-related and other businesses. 

[d] “Other” included the $43 million pre-tax ($27 million after-tax) adjustment of a liability related to the discontinued 
operations of a former subsidiary in 1999 (note 3). 


2. Acquisitions 
Southern Pacific — During 2001, UPC completed its integration of Southern Pacific's rail operations. UPC consummated 
the acquisition of Southern Pacific in September 1996 for $4.1 billion. Sixty percent of the outstanding Southern Pacific 


common shares were converted into UPC common stock, and the remaining 40% of the outstanding shares was acquired 
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for cash. UPC initially funded the cash portion of the acquisition with credit facility borrowings, all of which have been 
subsequently refinanced with other borrowings. The acquisition of Southern Pacific has been accounted for using the 
purchase method of accounting and was fully consolidated into UPC results beginning October 1996. 


Merger Consolidation Activities — In connection with the acquisition and integration of UPRR and Southern Pacific’s rail 
operations, UPC completed the elimination of 5,200 duplicate positions in 2001 in accordance with the original merger 
plan. UPC also completed the relocation of 4,700 positions, merging or disposing of redundant facilities and disposing 
of certain rail lines. In addition, the Corporation canceled and settled the remaining uneconomical and duplicative SP 
contracts, including payroll-related contractual obligations in accordance with the original merger plan. 


Merger Liabilities — In 1996, UPC recognized a $958 million pre-tax liability in the SP purchase price allocation for costs 
associated with SP’s portion of these activities. Merger liability activity reflected cash payments for merger consolidation 
activities and reclassification of contractual obligations from merger liabilities to contractual liabilities. The fair value 
allocation of SP's purchase price to fixed assets was reduced by $50 million as costs for certain merger activities were less 
than anticipated in the original plan. Where merger related costs were greater than what was anticipated in the plan, those 
costs were charged to expense in the period incurred. Where the merger implementation caused the Corporation to incur 
more costs than were envisioned in the original merger plan, such costs were charged to expense in the period incurred. 
Merger liability activity was $89 million, $10 million and $45 million in 2001, 2000 and 1999, respectively. 


The components of the merger liability as of December 31, 2001 were as follows: 


December 31, 

Original Cumulative 2001 

Millions of Dollars Liability Activity Liability 
Labor protection related to legislated and contractual $361 $361 $- 

OD GAatiONs 22. ce.esceedesetsnosenbessessususnssswslesveuedenssenssteospioieieieioislesstotsiees 

Severance costs 343 343 - 
Contract cancellation fees and facility and line closure costs............ 145 145 - 
Relocation costs Bias 109 109 - 
TO tal Gea sesabecedea bev levadevaleds based evabecadevabecadesslacsbesgiteth cerereth verre terbvetbrererdt $958 $958 $- 


3. Divestitures 


Adjustment to 1994 Loss on Disposal of Discontinued Operations — Net income for 1999 included a one-time $43 
million gain ($27 million after-tax) from the adjustment of a liability established in connection with the discontinued 
operations of a former subsidiary. 


4. Financial Instruments 


Adoption of Standard - Effective January 1, 2001, the Corporation adopted Financial Accounting Standards Board 
Statement (FASB) No. 133, "Accounting for Derivative Instruments and Hedging Activities (FAS 133) and FASB No. 138, 
"Accounting for Certain Derivative Instruments and Certain Hedging Activities" (FAS 138). FAS 133 and FAS 138 require 
that the changes in fair value of all derivative financial instruments the Corporation uses for fuel or interest rate hedging 
purposes be recorded in the Corporation's Consolidated Statements of Financial Position. In addition, to the extent fuel 
hedges are ineffective due to pricing differentials resulting from the geographic dispersion of the Corporation's operations, 
income statement recognition of the ineffective portion of the hedge position may be required. Also, derivative 
instruments that do not qualify for hedge accounting treatment per FAS 133 and FAS 138 may require income statement 
recognition. The adoption of FAS 133 and FAS 138 resulted in the recognition of a $2 million asset on January 1, 2001. 


Strategy and Risk — The Corporation and its subsidiaries use derivative financial instruments, which are subject to market 
risk, in limited instances for other than trading purposes to manage risk related to changes in fuel prices and to achieve 
the Corporation's interest rate objectives. The Corporation uses swaps, futures and/or forward contracts to mitigate 
adverse price and rate movements and exposure to variable cash flows. The use of these instruments also limits future 
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gains from favorable movements. The Corporation uses interest rate swaps to manage its exposure to interest rate 
changes. The purpose of these programs is to protect the Corporation's operating margins and overall profitability from 
adverse fuel price changes or interest rate fluctuations. 


The Corporation may also use fuel swaptions to secure more favorable swap prices. Swaptions are swaps that are 
extendable past their base period at the option of the counterparty. Swaptions do not qualify for hedge accounting 
treatment and are marked-to-market through the Consolidated Statements of Income. 


Market and Credit Risk — The Corporation addresses market risk related to derivative financial instruments by selecting 
instruments whose value fluctuations highly correlate with the underlying item being hedged. Credit risk related to 
derivative financial instruments, which is minimal, is managed by requiring high credit standards for counterparties and 
periodic settlements. The Corporation has not been required to provide collateral; however, the Corporation may receive 
collateral relating to its hedging activity where the concentration of credit risk was substantial. 


In addition, the Corporation enters into secured financings in which the debtor has pledged collateral. The collateral 
is based upon the nature of the financing and the credit risk of the debtor. The Corporation generally is not permitted 
to sell or repledge the collateral unless the debtor defaults. 


Determination of Fair Value — The fair values of the Corporation’s derivative financial instrument positions at December 
31, 2001 and 2000, were determined based upon current fair values as quoted by recognized dealers or developed based 
upon the present value of expected future cash flows discounted at the applicable U.S. Treasury rate, London Interbank 
Offered Rates (LIBOR) or swap spread. 


Interest Rate Strategy — The Corporation manages its overall exposure to fluctuations in interest rates by adjusting the 
proportion of fixed- and floating-rate debt instruments within its debt portfolio over a given period. The mix of fixed- 
and floating-rate debt is largely managed through the issuance of targeted amounts of each as debt matures or as 
incremental borrowings are required. Derivatives are used in limited circumstances as one of the tools to obtain the 
targeted mix and hedge the exposure to fair value changes. In addition, the Corporation obtains additional flexibility 
in managing interest costs and the interest rate mix within its debt portfolio by issuing callable fixed-rate debt securities. 


In May and August 2001, the Corporation entered into interest rate swaps on a total of $598 million of debt with 
varying maturity dates extending to November 2004. The swaps allowed the Corporation to convert the debt from fixed 
rates to variable rates and thereby hedge the risk of changes in the debt's fair value attributable to the changes in the 
benchmark interest rate (LIBOR). The swaps have been accounted for using the short-cut method as allowed by FAS 133; 
and therefore, no ineffectiveness has been recorded within the Corporation's Consolidated Financial Statements. 


Fuel Strategy — As a result of the significance of the Corporation's fuel costs and the historical volatility of fuel prices, the 
Corporation’s transportation subsidiaries periodically use swaps, futures and/or forward contracts to mitigate adverse 
fuel price changes. In addition, the Corporation at times may use fuel swaptions to secure more favorable swap prices. 
The following is a summary of the Corporation’s derivative financial instruments at December 31, 2001 and 2000: 


Millions, Except Percentages and Average Commodity Prices 2001 2000 
Interest rate hedging: 
Amount of debt hedged... ccecesescseeescssscsescsesessscsescsesescsssescsssesesesesssnssenenseeneeenenes $ 598 - 
Percentage of total debt portfolio... cc cceeeessscssssssssscscscscssscscscscsssssescssasscssasssasasesens 7% - 
Rail fuel hedging/swaptions: 
Number of gallons hedged for 2001 [a]... eesssssssessseseesesssesseseecsesesseecssseseeesasscseeeeasseseseeeeas 407 101 
Average price of 2001 hedges (per gallon) [b] oo... eeeseeeseeeeeseeeeseeseenenenseenenenenenenes $0.66 $0.68 
Number of gallons hedged for 2002 [c]......eesssssssssssssesessseseeseecseseeseeessseseeeeasseseeeeasesseseeeeas 567 = 
Average price of 2002 hedges outstanding (per gallon) [b] 0... eeesesesececececececeeeceeeeeeeeeeees $0.56 - 
Number of gallons hedged for 2003 [d]........sssssesssessecessseseeseessesesseessssesceecasecseeseasasseseeeees 63 - 
Average price of 2003 fuel consumption hedged (per gallon) [b].......sssscscscececererererenenees $0.56 - 
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Millions, Except Percentages and Average Commodity Prices 2001 


2000 


Trucking fuel hedging: 
Number of gallons hedged for 2001... ccccsseseseesesesesesesescsesesesesesesssesesssesssssssesesessseseees - 
Average price of 2001 hedges outstanding (per gallon) [b] 


Number of gallons hedged for 2002 ........cccescessseseseseseteseteeees 9 
Average price of 2002 hedges outstanding (per gallon) [b} $0.58 
Number of gallons hedged for 2003 .....ccceeessssesseeseteteseeeeees 3 
Average price of 2003 fuel consumption hedged (per gallon) [b] $0.58 


[a] Rail fuel hedges which were in effect during 2001. Rail fuel hedges include the swap portion of a swaption with a base term within 
2001, and they exclude the option portion of the swaption to extend the swap past 2001. 
[b] Excluded taxes, transportation costs and regional pricing spreads. 


[c] Rail fuel hedges which are in effect during 2002. These hedges expire December 31, 2002. Rail fuel hedges include the swap portions of the 


swaptions with base terms within 2002, and they exclude the option portions of the swaptions to extend the swaps past 2002. 
[d] Rail fuel hedges which are in effect during 2003. These hedges expire December 31, 2003. 


The fair value asset and liability positions of the Corporation’s outstanding derivative financial instruments at 


December 31, 2001 and 2000 were as follows: 


Millions of Dollars 2001 


2000 


Interest rate hedging: 
Gross fair value asset POSItION oo... cece cece eeeeeeeeeeeeeececseeeseeeeeeeeeeeseseeeeeeeseeeseeeeeseeeges $ 13 
Gross fair value (liability) position... eee eseseeeseececeeeceseeeseseeeeeessseeseesesesesesees - 
Rail fuel hedging: 
Gross:fair valule-asset' POSItION oi. crstecscvevivesevessvesevessvevevevsvevievsdovavessvavevevedtvedevguevenevedevedevstees - 
Gross fair value (liability) Position... eeeseeeeeeseseeeeeeseseseeceseasseseeceasscseseeasaeseseeseaseeees (11) 
Rail fuel swaptions: 
Gross fair value asset POSItION oo... eee eee eseeeeeeeeeseeeececeeeneeseeeeeseseseseseeeeeeeeeeeeeseseaes - 
Gross fair value (liability) Position... eesesseeeesessseeeeseesseseseeesaeseeescasseseeecasseseseeesaeees (24) 
Trucking fuel hedging: 
Gross fair value asset POSItION oo... eee eee eeeeeeeeeeeseeceeeeseseseseseseeeseseseseseseseeeseeeeeeeaes - 
Gross fair value (liability) position... eee ese eseseeeseeeesesesesesesesesesesesesesesesesesesesesesees 


Total net fair value asset (liability) position, Net... seesesesesssseseseseeeseeeseseeceeeseeeeeesenseeeeeees $(22) 


Rail fuel hedging positions will be reclassified from accumulated other comprehensive income to fuel expense over 
the life of the hedge as fuel is consumed. During 2002, the Corporation expects fuel expense to increase $11 million from 
this reclassification. Rail fuel swaption positions will be reflected in the Consolidated Statements of Income as fuel 


expense over the life of the swap and as other income as the fair value of the outstanding option fluctuates. 


The Corporation’s use of derivative financial instruments had the following impact on pre-tax income for the years 


ended December 31, 2001, 2000 and 1999: 


Millions of Dollars 2001 2000 1999 
Decrease (increase) in interest expense from interest rate hedging ............... $ 4 $ - $(1) 
Decrease (increase) in fuel expense from rail fuel hedging ...... eee (14) 52 53 
Decrease (increase) in fuel expense from rail fuel swaptions «0... eee (6) - 
Decrease (increase) in fuel expense from trucking fuel hedging................0.. - 2 1 
Decrease (increase) In Operating EXPENSES os eeeeeseseeeeseseteeeeeeeeteteeeteeseseee (16) 54 53 
Increase (decrease) in other income, net from rail fuel swaptions................+ (18) - - 
Increase (decrease) in pre-tax INCOME ........seesssesseseeeseseeeeeseseececeaeeeeeeeeaeeeseeees $(34) $54 $53 


Fair Value of Debt Instruments — The fair value of the Corporation’s long- and short-term debt has been estimated using 
quoted market prices or current borrowing rates. At December 31, 2001 and 2000, the fair value of total debt exceeded 
the carrying value by approximately $254 million and $56 million, respectively. At December 31, 2001 and December 
31, 2000, approximately $850 million and $1.3 billion, respectively, of fixed-rate debt securities contain call provisions 
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that allow the Corporation to retire the debt instruments prior to final maturity subject, in certain cases, to the payment 
of premiums. 


Sale of Receivables — The Railroad has sold, on a revolving basis, an undivided percentage ownership interest in a 
designated pool of accounts receivable to third parties through a bankruptcy-remote subsidiary. Receivables are sold at 
carrying value, which approximates fair value. The third parties have designated the Railroad to service the sold 
receivables. The amount of receivables sold fluctuates based upon the availability of the designated pool of receivables 
and is directly affected by changing business volumes and credit risks. At December 31, 2001 and 2000, accounts 
receivable are presented net of $600 million of receivables sold. 


5. Properties 


At December 31, 2001 and 2000, major property accounts were as follows: 


Millions of Dollars 2001 2000 
Railroad: 

Road:andsothe es Moke Mek Gk RRA ERR RR $27,934 $26,832 

FA QUIPTM CD css. oie cabs etc ensa sete e cub dentduee debs sadedessindeautUsessos tursboasduectedusucutevedeestuvednentagsbesnsueste 7,507 7,781 
ol Boye sw bo co epee ce RE 35,441 34,613 
TPUCKIN Greshaves.seseses.ctedses debeses steaenevedostuessdovbvessdouevest Doss ves tdovedeveovevevedovedoveDovedove dove ovedoveve veseatvess 954 806 
OUNCE sercecectvcs aeseiateastae ea rediacesedeesesdds todeteculsdaleaivdetedivdaivdsivds weed iehivd edie insted Meivhivdulss Al 39 
SOCAL es aes ee uk rte sts d acs vodaecaatecovadeb sds acsbossbeleatecedncetucebuccl cee nal tededneetucsboctk weedawelcaedcontensataiets $36,436 $35,458 


At December 31, 2001 and 2000, major accumulated depreciation accounts were as follows: 


Millions of Dollars 2001 2000 
Railroad: 

ROA AMG OLEH shi chec ces Auavessthsd seas thal sst ueeceba hsaecs desSondedtedeesebeesbavedistode dete erebasbeve deat oevedons $4,910 $4,527 

CHUA tae asda teha bed ld lchc laa SP SS ARCnet aR 2,267 2,354 
"TO talra lle Oa Gd eavcediscascccaccsscessesa cesses cece dee lake tate abate ate soba doteda liv cle balsba te tidias tatiana Ribas ithe 7,177 6,881 
SUCKING 552,158 eth sastraczstdesscesteouessesscutvsetsouastuessuastussousstessusstursouiseuessneatursoutseneasuesneraeeteoveqredd 453 364 
OHO ish scars desigencescazeectgeateeaa feuds chtuc beac ateorensaeesaueuceueuabeses saeeecsuausnecas nasnaueaousbaseacesoasaon tases eameeanss 14 17 
BCG je pst meee en ta Rak Sent Ra Sh Red OUR SR RR NN OM SOD ny aN A re RE Src Onan ine ee rc ee eR ee $7,644 $7,262 


6. Income Taxes 


Components of income tax expense, excluding discontinued operations, were as follows for the years ended December 
31, 2001, 2000 and 1999: 


Millions of Dollars 2001 2000 1999 
Current: 

1 =Ta Kt geo a ie Sr es PRP OE aT TOR: BOE a Ps EDIE SOE STS EOE TR SPE ER BE ST $133 $ 18 $(112) 

States vchacoidistaverensPavesnecbosshancTosetagetobadoscTonetenshageseuebegessecbos ssnvebonsengsbsoatescbsastesetateaeawas’ 10 3 2 
PO tal CUTTETC;.&.55c5ces cue tanestansceectesusenstueess ca tesa toes buses ac teec ae cateaecuectesaseactes session seactaseansbe 143 21 (110) 
Deferred: 

UBL x Uc ERROR O AT ARRON 374 423 516 

State casscchisissdtesssecescsncesoastaceseascaseasnsessoecevesvooseseasceaenseesseenecesensensessuateseanenteseanzeseesens 50 24 13 
POtal deterred s...sscvss.scevevcsoncssevenssesssesostavsaasets vesvesiessanivoxtenrcterieessavtaa esta veaaesivweaveiovioss 424 447 529 
MSE al ese ts cchecon base cute as dass duestesndassdhesvasstesedassticsteeeieos ines oeisee eee eaten ena $567 $468 $419 
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Deferred income tax liabilities (assets) were comprised of the following at December 31, 2001 and 2000: 


Millions of Dollars 2001 2000 
Gurren lia biliti!s:, cccsccescaceecdscabacecescdacsdseadeecdsncbuestsodesnssssstseceseebbentsocsbesesesssoadsnsbeestsodevecseevase $ (341) $ (404) 
Neto peratiing 1Ossisvcsesesesesestvedesesevestheaesededeasaeatbesesest) eaesests esaves besevesdbe dav olbenedenlbesere stoenedeetveve (59) (103) 
Net current deferred income tax asset ........ccccscesssseeseeseeseeseeseeseeseeseeseeseeseesenseeseeseeseeseeeeeees (400) (507) 
Excess tax over book depreciation... eessssssesssssesseeessseeeseesscseeceasseseeeesasseseeeeasseseseeases 7,813 7,670 
State TANS MET A yccavicesResvsesssodessseresecaescerassucsaosbensoessenrdoonseuesdacauuosbeati ns suidbnnsrasasstnovbentiogaeand 577 517 
Retirement benefits: :..3:..3s0idsscazesdcasiesdseasdeandeasasosesieseceselasntecedasasesbingesesoansoseseesesbhsseees teases ads (287) (282) 
Alternative minimum tax Credits ......ccccscscssesssesssscsscescessesesscsseescsseeeessessesaeeseeaeeseseeseesaeeaes (315) (187) 
Net operating loss scicccccccvscenccvcecncuccvecevesectecdvcicacecusavecesetienduvasscuvasetesachectcslicsetenedevacncugessteved (96) (342) 
CO) ed ee RRP en Pe ee 190 185 
Net long-term deferred income tax liability... ee esesssseeeseseseeeeseseseeeececeneeeeeseaeeeeeeees 7,882 7,561 
Net deferred income tax liability... ee esesseseseseseeesesesesseseseseseeeensaesceceaeaesceeeeeaeseeeeeeaes $7,482 $7,054 


At December 31, 2001, the Corporation has a deferred income tax asset reflecting the benefits of $442 million in net 
operating loss carryforwards, which expire between 2009 and 2018. The Internal Revenue Code limits a corporation's 
ability to utilize net operating loss carryforwards. The Corporation does not expect these limits to impact its ability to 
utilize its carryforwards. The Corporation has analyzed its deferred income tax assets and believes a valuation allowance 
is not necessary. 


For the years ending December 31, 2001, 2000 and 1999, a reconciliation between statutory and effective tax rates of 
continuing operations is as follows: 


Percentages 2001 2000 1999 
StatlitOry tax Tateicsa.derccesesshitsdsceseeceveieceiserteentecutersseosetereucdests ceed ecetenedes tess sdueusdsdivatee 35.0% 35.0% 35.0% 
State taxes=1 et scsy oe beete dase saetages cps veguscusgotsscdsteses dase Ghsvlsvnim ai wa Hoeven nas 2.5 1.4 0.8 
Dividend: ex chusiOnissssssicsscsssizisatecsicavisassiosdvios eo siasio ee sieves heehee dl sovb be shoekcashoes (0.8) (1.1) (1.0) 
RARASCLEICIMICTILS a: cucbceszncetucatrsucncetuctdicucussdusactstevaastsaavsncustttcacesceesassecucvarcuaeshevevendiaetes (0.1) - (1.3) 
QOS e535 Sse se S85 RE Ha bs bbe ca 1h cds as cnc Taa Sek gach tac sdasaecaaece ance cbiac slacadecacasthncnloasenaseagbeaaess 0.4 0.4 1.4 
Effective tax rate ssc cisco iietesecy ccsvicatodeices code bea etoaees tse hace cbuichsichiicbeishtchees 37.0% 35.7% 34.9% 


The Internal Revenue Service is currently examining the Corporation's tax returns for 1986 through 1998. All years 
prior to 1986 are closed. The Corporation believes it has adequately provided for federal and state income taxes. 


7. Debt 


Total debt as of December 31, 2001 and 2000, is summarized below: 


Millions of Dollars 2001 2000 
Notes and debentures, 0% to 9.6% due through 2054 oe eesessssssceesesessseseeseseeeensasseeseseenees $4,682 $4,472 
Gapitalizedileases ssi cca tacsttarattunstcas tice teScein Veataiicapas'cosscccnatase cs cteatoreeteteacanuautensnemeadceantcarstccuttenatGets 1,441 1,435 
Medium-term notes, 6.3% to 10.0% due through 2020 oo... essesesssssseceeseseenessseesesasseeeeneaees 736 843 
Equipment obligations, 6.3% to 10.3% due through 2019 w.ovecsessesssessesessessesesseseseesesseees 619 842 
Term floating-rate debt, 3.2% to 3.4% due through 2002 oc ssesseseesssessesesessssesesseesesees 300 362 
Mortgage bonds, 4.3% to 4.8% due through 2030 oo. eseesessssessssesessssesessssesessssesssesesesssssesees 153 154 
Tax-exempt financings, 3.3% to 5.7% due through 2026 ....ccsecessesessessessssesseseesessesesseesesneaes 168 168 
Commercial paper and bid notes, average of 5.1% in 2001 and 6.8% in 2000 uses 34 125 
Unamortized discount .s...c2..cccessnsessnsscassecnenestiesccvancensiessnsooseseela devnsnbs ebiekesdvdensesetvtdetansescvshecdiebenes (53) (50) 
TO tal Geb tessicesedecssainyasceveasnesezesssbeczegssers ckesecassoseutecdedeclctesialeenss valvesedalel Beatin Leabeteitebesutesiatatvlaben 8,080 8,351 
LESS! CUTENE POTTLOM x. oe, saseiaecelesnctsetecscaseeotescatdiucs coddusssuedatelauadaueysusiaapves cubs caawusresdessuvebesorestucnesess (194) (207) 
Motallong= term debe ese ceecessiceseecceeeesttssScvendseenedetes thie ean bess dined teasibtaldteedlvonntesctieaaamenneiannetens $7,886 $8,144 
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Debt Maturities — Aggregate debt maturities as of December 31, 2001, are as follows: 


Millions of Dollars 


Mortgaged Properties — At December 31, 2001 and 2000, approximately $9.4 billion and $9.6 billion, respectively, of 
Railroad properties secure outstanding equipment obligations and mortgage bonds. 


Credit Facilities —On December 31, 2001, the Corporation had $2.0 billion in revolving credit facilities, of which $1.0 
billion expires in March 2002, with the remaining $1.0 billion expiring in 2005. The facilities, which were entered into 
during March 2001, and March 2000, respectively, are designated for general corporate purposes and replaced a $2.8 
billion facility which expired in April 2001. None of the credit facilities were used as of December 31, 2001 or 2000. 
Commitment fees and interest rates payable under the facilities are similar to fees and rates available to comparably rated 
investment-grade corporate borrowers. The Corporation is reviewing rollover options for the credit facility that expires 
in March 2002. To the extent the Corporation has long-term credit facilities available, commercial paper borrowings and 
other current maturities of long-term debt of $674 million and $663 million as of December 31, 2001 and 2000, 
respectively, have been reclassified as long-term debt maturing in the years 2003 and 2002, respectively. This 
reclassification reflects the Corporation’s intent to refinance these short-term borrowings and current maturities of long- 
term debt on a long-term basis through the issuance of additional commercial paper or new long-term financings, or by 
using the currently available long-term credit facility if alternative financing is not available. 


Convertible Preferred Securities — Union Pacific Capital Trust (the Trust), a statutory business trust sponsored and 
wholly owned by the Corporation, issued $1.5 billion aggregate liquidation amount of 6.25% Convertible Preferred 
Securities (the CPS) in April 1998. Each of the CPS has a stated liquidation amount of $50 and is convertible, at the 
option of the holder, into shares of UPC’s common stock, par value $2.50 per share (the Common Stock), at the rate of 
0.7257 shares of Common Stock for each of the CPS, equivalent to a conversion price of $68.90 per share of Common 
Stock, subject to adjustment under certain circumstances. The CPS accrues and pays cash distributions quarterly in 
arrears at the annual rate of 6.25% of the stated liquidation amount. The Corporation owns all of the common securities 
of the Trust. The proceeds from the sale of the CPS and the common securities of the Trust were invested by the Trust 
in $1.5 billion aggregate principal amount of the Corporation’s 6.25% Convertible Junior Subordinated Debentures due 
April 1, 2028 (the Debentures). The Debentures represent the sole assets of the Trust. The principal amount of the 
Debentures held by the Trust at December 31, 2001, was $1.5 billion. 


The Debentures accrue and pay interest quarterly in arrears at the annual rate of 6.25%. The Debentures mature on 
April 1, 2028, unless previously redeemed or repurchased in accordance with the terms of the indenture (the Indenture). 
The proceeds from the issuance of the Debentures were used by the Corporation for repayment of corporate borrowings. 


The Corporation has guaranteed, on a subordinated basis, distributions and other payments due on the CPS (the 
Guarantee). Considered together, the Corporation’s obligations under the Debentures, the Indenture, the Guarantee and 
the Amended and Restated Declaration of Trust governing the Trust provide a full and unconditional guarantee by the 
Corporation of the Trust’s obligations under the CPS. 


For financial reporting purposes, the Corporation has recorded distributions payable on the CPS as an interest charge 
to earnings in the Consolidated Statements of Income. 


Shelf Registration Statement and Other Significant Financings — In January 2001, under an existing shelf registration 
statement, the Corporation issued $400 million of 6.65% fixed-rate debt with a maturity date of January 15, 2011. During 
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May 2001, the Corporation issued the remaining $200 million of debt securities available under this shelf registration 
statement as 5.84% fixed-rate debt with a maturity date of May 25, 2004. Simultaneously, the Corporation entered into 
an interest rate swap converting the debt, issued in May 2001, from a fixed rate to a variable rate. The proceeds from the 
issuance of this debt were used for repayment of debt and other general corporate purposes. 


In June 2001, the Corporation filed a new $1.0 billion shelf registration statement, which became effective June 14, 
2001. Under this shelf registration statement, the Corporation may issue, from time to time, any combination of debt 
securities, preferred stock, common stock or warrants for debt securities or preferred stock in one or more offerings. The 
total offering price of these securities, in the aggregate, can not exceed $1.0 billion. On October 1, 2001, the Corporation 
issued $300 million of 5.75% fixed-rate debt with a maturity date of October 15, 2007. The proceeds from the issuance 
of this debt were used for repayment of debt and other general corporate purposes. At December 31, 2001, the 
Corporation had $700 million remaining for issuance under the shelf registration. 


On January 17, 2002, the Corporation issued an additional $300 million of 6.125% fixed-rate debt with a maturity 
date of January 15, 2012. The proceeds from the issuance were also used for repayment of debt and other general 
corporate purposes. At January 24, 2002, the Corporation had $400 million remaining for issuance under the shelf 
registration. The Corporation has no immediate plans to issue equity securities under this shelf registration. 


During July 2001, UPRR entered into capital leases covering new locomotives. The related capital lease obligations 
totaled approximately $124 million and are included in the Statements of Consolidated Financial Position as debt. 


Dividend Restrictions — The Corporation is subject to certain restrictions related to the payment of cash dividends. The 
amount of retained earnings available for dividends under the most restrictive test was $4.1 billion and $3.2 billion at 
December 31, 2001 and 2000, respectively. 


8. Leases 
The Corporation leases certain locomotives, freight cars, trailers and other property. Future minimum lease payments 


for operating and capital leases with initial or remaining non-cancelable lease terms in excess of one year as of December 
31, 2001 were as follows: 


Millions of Dollars Operating Leases Capital Leases 
2OOD'ssiasnnsrsasecrdareresedeteaderenicaceaesecaysastascseloscesesnsvabagndens caeseasvenas sestuaubeutesvasovsevednsvasetonsanierend $ 435 $ 207 
ZOOS) sedetastince sel sestaddessasttscherelubintscesipehubete Hasbsasutel shalesebilsasteis chatelvsustussalaebsbeosesseadthstens 342 217 
DOO. srsessrrnssesit i leave sete Pbeaches tilts baestle Pac Aa cite awe Pe eecsestll i beeMsc Pee Aches 309 186 
DOOD avinsssscienseseensieentensesoDedanatosventesansaisosssiennsstevasssensviceesacivesdssensdusgusDusousieevtonsensdseaveanevend 299 190 
2OQG cn cesevvcsescevarentenssceseenavede ebay canedoanesdocedan endudescenaoastncus tas sveereddutedaesuatusteceete leyuatndaoouens ous 247 154 
Tater NEALSi sha ticsscscslitet eas hath cadeets tole tna tke ha Site Sache white aah ees eee 1,690 1,498 
Total minimum lease payMent 0.0.0... ecessesesesesseseeeeseseseeeeseseseeseseseseeeseseeeucneaeeeeeeeets $3,322 2,452 
AMOUNETEepresenting IMtErest sss csscida ssl essleesss sadeseseasecussteasssbcusshasseteekedcuseshortesseesonseaets (1,011) 
Present value of minimum lease payment .......eesessessesessseessessesenesscnesssneeseneeseaeees $ 1,441 


Rent expense for operating leases with terms exceeding one month was $668 million in 2001, $652 million in 2000 and 
$707 million in 1999. Contingent rentals and sub-rentals are not significant. 


9. Retirement Plans 


Benefit Summary — The Corporation provides defined benefit retirement income to eligible non-union employees 
through qualified and non-qualified (supplemental) pension plans. In addition, the Corporation provides a defined 
contribution plan (thrift plan) to eligible non-union employees. All non-union and certain of the Corporation’s union 
employees participate in defined contribution medical and life insurance programs for retirees. All Railroad employees 
are covered by the Railroad Retirement System (the System). 


47 


Funding and Benefit Payments — Qualified and non-qualified pension benefits are based on years of service and the 
highest compensation during the latest years of employment. The qualified plans are funded based on the Projected Unit 
Credit actuarial funding method and are funded at not less than the minimum funding standards set forth in the 
Employee Retirement Income Security Act of 1974, as amended. The Corporation has settled a portion of the non- 
qualified unfunded supplemental plan’s accumulated benefit obligation by purchasing annuities. Corporation 
contributions into the thrift plan are based on 50% of the participant’s contribution, limited to 3% of the participant’s 
base salary. Corporation thrift plan contributions were $21 million, $20 million and $20 million for the years ended 
December 31, 2001, 2000, and 1999, respectively. The Corporation also provides medical and life insurance benefits on 
a cost sharing basis for qualifying employees. These costs are funded as incurred. In addition, contributions made to the 
System are expensed as incurred and amounted to approximately $429 million in 2001, $430 million in 2000 and $426 


million in 1999. 


Changes in the Corporation’s projected benefit obligation are as follows for the years ended December 31, 2001 and 
2000: 


Other Postretirement 
Pension Benefits 

Millions of Dollars 2001 2000 2001 2000 
Net benefit obligation at beginning Of year... eeeeesesetesesesees $2,121 $1,883 $438 $412 
SELVICE:COSE 6 iiesleniaieeaea atone caees ull beh eA Sed ita handed: 47 38 9 7 
Interest: COSt siiesccssecasvecs cess seeucteceeseadecenecedesseedsbecuke cob slee sie Sendscaabenecndestieraee 158 150 36 32 
Plat Amen Giments srissracssncseesasessscanssehesecdsdeessenedsnssdescvasensdeoascdervessvene soiree (19) ) 2 - 
ACtisarial LOSS hs.cssiesczssetchersseds sean leach actos Leasetekes scans daanebeasheaseepsbensteatetuenvedes 82 164 135 30 
ACQUISIUIOTIS# sess: sescgesstiessecosssesterstvstucsserstisessucetessseetstonsestococssedaeeseeneace ts 7 : - - 
Special termination benefits 0... ccc see esesesesescsesssessscssscssssssaseseseeees 59 - 1 - 
Gross benefits: paid iaicccccaciticiesetes vie ian sievas dial Matdeatdesndoadeandeddatd adultes (134) (119) (41) (43) 
Net benefit obligation at end Of year... eeesesssseseseseeeeceseseeceeeaeseeeeees $2,321 $2,121 $580 $438 


As part of the work force reduction plan, discussed in note 15, the Corporation reclassified $59 million and $1 million 
in 2001 for pension and other postretirement benefits, respectively, from other current liabilities to retiree benefits 


obligation. 


Changes in the Corporation’s benefit plan assets are as follows for the years ended December 31, 2001 and 2000: 


Other Postretirement 


Pension Benefits 
Millions of Dollars 2001 2000 2001 2000 
Fair value of plan assets at beginning Of year ......cceeseseeeseseeseseees $2,240 $2,367 $ - $ - 
Actual. return on: plan ‘assets..:c.csc.ceselessdeebedetasisasietesiaitesvarsal avian sarseceasses (190) (16) - - 
Employer Contributions... cccccsssessseeeseseseeesesssssesesesesesesesesesesesesees 9 8 41 43 
AXCQUISILIONS.s-20.-sn0.cersescbiconssdhesturesvsotosencaesecueocatvaerentavenvarucecdtesveescSrsavuentees 6 - - - 
Gross benielits paid ssa ics des: ines écts cous cosh sean ds dh cunade uiusisabedeats tabiesudabedestiqnsdcnessss (134) (119) (41) (43) 
Fair value of plan assets at end Of year .........sesesseseseseseeeeceseseeeececeeeeeeeeees $1,931 $2,240 $ - $ - 


The components of funded status of the benefit plans for the years ended December 31, 2001 and 2000 were as follows: 


Other Postretirement 
Pension Benefits 

Millions of Dollars 2001 2000 2001 2000 
Funded status at end Of yeat.......essssssssesecssssseeccesssssseecessasseensacseeeseeseseavens $(390) $ 119 $(580) $(438) 
Unrecognized net actuarial (gain) 1088... eeseseseseeseeeeeseeeeeeaeseseeeees (38) (521) 92 (41) 
Unrecognized prior service Cost (Credit)... esesesesssseseseetesessseeeeteneasseeneees 95 132 (12) (17) 
Unrecognized net transition Obligation. ...........sesesessessseeseseeeceeeneeeeeseeeeees (5) (9) - - 
Net liability recognized at end Of yeat........sesessesesesseseeeeseseseeeseeeeeeeeseeeeees $(338) $(279) $(500) $(496) 
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At December 31, 2001 and 2000, $37 million and $30 million, respectively of the total pension and other post- 
retirement liability were classified as a current liability. 


Amounts recognized for the benefit plan liabilities in the Consolidated Statements of Financial Position for December 
31, 2001 and 2000 consisted of: 


Other Postretirement 
Pension Benefits 

Millions of Dollars 2001 2000 2001 2000 
Prepaid: benefit COSt...ces.cseecescstsscetaceciesequshsesgssteatwnedtsadsscndeasadeavatendotendovynssn $ 5 $ 4 $ - $ 
Accrued benefit cost ss (343) (283) (500) (496) 
Additional minimum liability. i (33) (30) - - 
Intangible assets...ccsccssssssssssneassnsssesonenssnsssesdsonseoons sidiuecatatuey 22 27 - - 
Accumulated other comprehensive inCOME.......cssesesesseseseseseeeeseseeseens 11 3 - - 
Net liability recognized at end Of year... essesessssessseeseseeeeseseseceeseneeeeseneeees $(338) $(279) $(500) $(496) 


The components of the Corporation’s net periodic pension costs (income) for the years ended December 31, 2001, 
2000 and 1999 were as follows: 


Other Postretirement 
Pension Benefits 

Millions of Dollars 2001 2000 1999 2001 2000 1999 
SEPVICE: COStH aS asciiasGissceuessessacesessestlscasesnussecencdelesteesssiates $ 47 $ 38 $ 46 $9 $7 $7 
IMLETESE OSes ssiesesectecards ences evel sorts eeclecalsnicue cesarean 158 150 135 36 32 29 
Expected return OM assets.......scsssesecssseseeeeesseeeeneseseaes (213) (197) (158) - - - 
Amortization of: 

Transition obligation... eeeseseseseeseesseeeeeseees (4) (3) (4) - - - 

Prior service cost (credit) 17 16 15 (3) (5) (7) 

Actuarial loss (gain).......sesssssseseseseseseeseseeeeeeaeseeeees (28) (31) (9) 1 (3) (1) 
Total net periodic benefit cost (income) ...........+ $ (23) $ (27) $ 25 $43 $31 $28 


At December 31, 2001 and 2000, approximately 32% of the funded plans’ assets each year were held in fixed-income 
and short-term securities, with the remainder in equity securities. 


The weighted-average actuarial assumptions for the years ended December 31, 2001, 2000 and 1999 were as follows: 


Other Postretirement 
Pension Benefits 

Percentages 2001 2000 1999 2001 2000 1999 
DiscOunit Tate sstsisssessesrsseacdecteseateavssususoasvetiaustsaussssuersaueayy 7.25% 7.50% 8.00% 7.25% 7.50% 8.00% 
Expected return on plan assets 10.0 10.0 10.0 N/A N/A N/A 
Rate of compensation increase 4.25 4.50 5.00 4.25 4.50 5.00 
Health care cost trend: 

GUEBEM Ee i ecdss ves tecnstctdedt ued sead silat adbonedet ueselstesees N/A N/A N/A 7.70 7.70 7.70 

Level: 11 2006 scc.vacscsscsistsscocttesendelcssenendesdtnentegaovtasniessss N/A N/A N/A 5.50 5.50 5.50 
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Assumed health care cost trend rates have a significant effect on the amount reported for health care plans. A one- 
percentage point change in the assumed health care cost trend rates would have the following effects on other 
postretirement benefits: 


One % pt. One % pt. 
Millions of Dollars Increase Decrease 
Effect on total service and interest cost COMPONENLS..........sesssessesecssseeecseseeesseaeeeseaeeneees $5 $ (4) 
Effect on postretirement benefit obligation... sess eseesessesesassesaseesaseseeseeneeseney 50 (34) 


10. Stock Options and Other Stock Plans 


Options — The Corporation applies Accounting Principles Board Opinion No. 25 and related interpretations in 
accounting for its stock plans. Pursuant to the Corporation’s stock incentive plans for officers, key employees and non- 
employee directors, 12,461,025; 6,089,561; and 4,809,408 common shares were available for grant at December 31, 2001, 
2000 and 1999, respectively. Options are granted at fair value on the grant date and are outstanding for a period of 10 
years from the grant date. Options generally become exercisable no earlier than one year after grant. 


Determination of Fair Value of Options — The fair value of each stock option granted is estimated for the determination 
of pro forma expense using a Black-Scholes option-pricing model. The following table details the number of options 
granted, weighted-average exercise price of the options granted, weighted-average assumptions utilized in determining 
the pro forma expense and the weighted-average fair value of options for the years ended December 31, 2001, 2000 and 
1999: 


2001 2000 1999 
Number of options granted ........sseeeeseseseeseseseeeeesseseeeeeacaeeeseeaeaseeees 1,798,150 253,250 44,250 
Weighted-average eXercise PriCe.....cccccsseesseseeseseeeseseseeessetseseseeseseeees $49.91 $41.96 $54.25 
Weighted-average assumptions: 
Dividend yield siciusescsece. ceeetse sscstet.ascctetssecscrueusesutecutusteentennteentaettueeeses 1.4% 1.6% 1.8% 
Risk=fréeiinterest rate cis. Sstsssssessseeesessets chsdessccateds sthvlees ects tacsevesescdebes 4.3% 5.1% 6.4% 
Volatility. societecticrcocnteeteie Lets cceleted ciolatateieladeiebeleseetatetebiaelaveasssbatscsts 29.5% 31.4% 28.3% 
Expected option life (years) ....c.csssesssssseesssssssssssssssssssssssscssssssseaeas 4 4 4 
Weighted-average fair value Of OpPtiONS........ceeceeseseseeeeeeeeteteteeeeeeees $13.09 $11.84 $14.94 


The expense impact of the option grant is determined as of the date of the grant and is reflected in pro forma results 
over the options’ vesting period. 


Pro forma net income and earnings per share (EPS) for 2001, 2000 and 1999, including compensation expense for 
options that vested in each year, were as follows: 


Millions of Dollars, Except Per Share Amounts 2001 2000 1999 
NEt I COME Hys.isevesesetetatainseleanieredoretesalesnisieienonsteteasdutedegenetedetetstidesnertedeneects $ 944 $ 813 $755 
EDS = Dasl@ireicsctoveivantestierel cestssstvactuacteucleusteariceterclagctessivand cacbeecbedbecestenutcesben $3.81 $3.30 $3.06 
EPS = diltited:.cciiuice nie ee eae ee $3.69 $3.23 $3.01 


During 1998, the Corporation implemented a broad-based option program that granted each active employee the 
option to purchase 200 shares of UPC common stock at $55.00 per share. This program resulted in 11,236,400 new 
options in 1998 and generated an after-tax pro forma compensation expense of $7 million in 2001 and $28 million in both 
2000 and 1999. The conversion of these options will be effected with treasury shares as the options were not issued under 
the stock option plan for officers and key employees. 
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Changes in common stock options outstanding were as follows: 


Weighted-Average 
Shares Exercise Price 
Balance January 1, 1999 wo. eescssscssessescsescscscscscsesesesesescaeseaeseseseseaeasaeaeaeaes 26,499,579 $49.77 
GAM eed chs cencteedeersseSse os ctoesb Ne cbed cs Matadendentites Mee RG AMA NE A RAS 44,250 54.25 
EXCLCISEG ss cicicsstsssiszclassisactateasantsaciagesansteastatetastovatvonaaiesaeentastoniaien a utentaeiete (921,169) 31.58 
Expired’ (surrendered scion dens dhnadindsnadeiis tiniaendiienet ais (231,190) 53.06 
Balance December 31, 1999.0... .cessssessesessecesceseeseeseceseecesceesseeaceeeseeeeaeeeseees 25,391,470 50.41 
GraMte ois dcs Rec secede vada ceased Risckaeeneas eho wie Hives ela eee bates 253,250 41.96 
1 Bal el ko 6 I a Oe (175,900) 30.05 
Expired (surrendered: .isiiieicki win naind aan aa ee ee (126,520) 48.64 
Balance December 31, 2000 vescccccccsccciacensscssecosssscesessresecesenececasssenastesventereters 25,342,300 50.48 
GAME es ccsececacecacachcntacnsecucecececccncacecovacudecesecovacevsudcedncuccegsusesguatucnseiecusscnsecceetes 1,798,150 49.91 
Beco rc Sti coscncoaaseseow sis ceaeat aces chaaseecheseteartteereasttatlen Mee etter the unsure cue (2,044,997) 38.63 
Expired / surrendered: .ciatitaniitcnitisbaisicbeiniiteisbeiiritereaishanictens (1,906,130) 54.82 
Balance December.31, 2001 ai... ainennnsnnnsunneuennacmadiaininine: 23,189,323 $51.12 
Stock options outstanding at December 31, 2001 were as follows: 
Weighted-Average 
Remaining Weighted-Average 
Number Outstanding Contractual Life Exercise Price 
Range of exercise prices: 
$20,600 $42.25 vice seceteceecsatecsvecntaseecestacuisseoedsreese 2,389,286 3 $32.78 
$42:87 tO B52-5 3c aiitesiestieiieet iia eleieiigeaadecade 6,116,692 7 47.50 
$52.88 tO: $6240. ccc ccnsccescvesseusovesevseveitinberetenseteves 14,683,345 6 55.62 
Balance December 31, 2001 .......:..scscssesseceeceteeeeseeeees 23,189,323 6 $51.12 


Stock options exercisable at December 31, 2001 were as follows: 


Number Weighted-Average 


Exercisable Exercise Price 

Range of exercise prices: 
$2.0:60 10/9422 0 dis cccsesviescersuisetuces slvteseies cae ovendoeatevede codnneduan oven boaaeeavdeteonsehs 2,386,786 $32.77 
GAD BZ COD D2 Dy csnchatagsiacssaneGaaesatecaelagsGansiadogbeesdscedcondguuiesste ceiveetseedsorteseades 4,359,242 46.54 
$52.88: TOGO 2A. sesvcvceccckcsessessavevscevesnsevstevente veessvaewseusdevuntesvhupetiotearsvesgbuteees 14,307,745 55.60 
Balance December 31, 2001 ..ccccccccccsccsscsssscsssscessscsssscsssscssscessssessscssssesessenes 21,053,773 $51.13 


Other Incentive Plans — The Corporation's plans provide for awarding retention shares of common stock or stock units 
(the right to receive shares of common stock) to eligible employees. These awards are subject to forfeiture if employment 
terminates during the prescribed retention period, generally three years, or, in some cases, if a certain prescribed stock 
price or other financial criteria are not met. Restricted stock awards are issued to non-employee directors and are subject 
to forfeiture if certain service requirements are not met. During the year ended December 31, 2001, 387,540 retention 
shares, restricted shares and stock units were issued at a weighted-average fair value of $49.95. During 2000, 283,059 
retention shares, restricted shares and stock units were issued at a weighted-average fair value of $41.21. During 1999, 
26,300 retention shares and stock units were issued at a weighted-average fair value of $52.41. A portion of the retention 
awards issued in 1999 were subject to stock price or performance targets. The cost of retention and restricted awards is 
amortized to expense over the retention period. 


In November 2000, the Corporation approved the 2001 Long Term Plan (LTP). The LTP includes certain performance 
criteria and a retention requirement. During the year ended December 31, 2001, 1,019,500 performance retention shares 
and stock units were issued at a weighted-average fair value of $50.07. The cost of the LTP is expensed over the 
performance period which ends January 31, 2004. 
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The Corporation adopted the Executive Stock Purchase Incentive Plan (ESPIP) effective October 1, 1999, in order 
to encourage and facilitate ownership of common stock by officers and other key executives of the Corporation and its 
subsidiaries. Under the ESPIP, the participants purchased a total of 1,008,000 shares of the Corporation’s common stock 
with the proceeds of 6.02% interest-bearing, full recourse loans from the Corporation. Loans totaled $47 million. 
Deferred cash payments will be awarded to the participants to repay interest and the loan principal if certain performance 
and retention criteria are met within a 40-month period ending January 31, 2003. Dividends paid on the purchased 
shares were originally assigned to the Corporation to offset the accrued interest on the loan until certain performance 
criteria are met. The first performance criterion was satisfied in March 2001 and, accordingly thereafter, the dividends 
on the purchased shares are now paid directly to the participants, and a deferred cash payment equal to the net accrued 
interest will be paid to the participants at the expiration of the 40-month period. The cost of the ESPIP is amortized to 
expense over the 40-month period. 


During the years ended December 31, 2001, 2000 and 1999, UPC expensed $18 million, $18 million and $5 million, 
respectively, related to the other incentive plans described above. 


11. Earnings Per Share 


The following table provides a reconciliation between basic and diluted earnings per share for the years ended December 
31, 2001, 2000 and 1999: 


Millions, Except Per Share Amounts 2001 2000 1999 
Income statement data: 

Income from continuing Operations oo... cece eeceeeeeeeeeeeeeeeeeeseeseeseeees $ 966 $ 842 $ 783 

Gain on disposal of discontinued operations.............. - - 27 
Net income available to common shareholders - basic... 966 842 810 

Dilutive effect of interest associated with the CPS... eeeeeeseseseseseeeees 58 58 58 
Net income available to common shareholders - diluted ........cceeceeceesseeeeseees $1,024 $ 900 $ 868 
Weighted-average number of shares outstanding: 

BaSiGy.g.cvscudseckcesscessvesdscsvccouvavncshduvearduacentueedvovde cuss csunes coudedsoutesdousausautentetesornves 248.0 246.5 246.6 

Dilutive effect of common stock equivalents .........cessesstessteseteteteteteteeeeees 23.9 23.0 23.2 
Dilated ivi iieilacccnteieeleten Gaiiecisn tea bath tennrddani don ndauatauatetey 271.9 269.5 269.8 
Earnings per share - basic: 

Income from continuing OperatiONS oes eeeeeeeseeeseseeeseseeeeeees $ 3.90 $ 3.42 $ 3.17 

Income from discontinued Operations ........cceeesesesesesteteteeteeteteteesesesenees - - 0.11 
IN@taniGOmie siesta deste nsusissctae Nica hes Meese Saati Mout Aas Med Mes Meee tested $ 3.90 $ 3.42 $ 3.28 
Earnings per share - diluted: 

Income from continuing OperatiONS occ eseseseseseeeseeeseseseseeeees $ 3.77 $ 3.34 $ 3.12 

Income from discontinued Operations ........cceesesesesesseseteseeeeetetetetesesesesens - - 0.10 
Net In Gone’ svecsssecietsovsssss Grote ceotcensceracars ansasicaceoocs tadats dinsimo dere eeedsiacsmeateadtea tests $ 3.77 $ 3.34 $ 3.22 


12. Commitments and Contingencies 


Unasserted Claims - There are various claims and lawsuits pending against the Corporation and certain of its 
subsidiaries. It is not possible at this time for the Corporation to determine fully the effect of all unasserted claims on 
its consolidated financial condition, results of operations or liquidity; however, to the extent possible, where unasserted 
claims can be estimated and where such claims are considered probable, the Corporation has recorded a liability. The 
Corporation does not expect that any known lawsuits, claims, environmental costs, commitments, contingent liabilities 
or guarantees will have a material adverse effect on its consolidated financial condition, results of operations or liquidity. 


Environmental —The Corporation generates and transports hazardous and nonhazardous waste in its current and former 
operations, and is subject to federal, state and local environmental laws and regulations. The Corporation has identified 
approximately 370 active sites at which it is or may be liable for remediation costs associated with alleged contamination 
or for violations of environmental requirements. This includes 48 sites that are the subject of actions taken by the U.S. 
government, 28 of which are currently on the Superfund National Priorities List. Certain federal legislation imposes joint 
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and several liability for the remediation of identified sites; consequently, the Corporation’s ultimate environmental 
liability may include costs relating to other parties, in addition to costs relating to its own activities at each site. 


When environmental issues have been identified with respect to the property owned, leased or otherwise used in the 
conduct of the Corporation's business, the Corporation and its consultants perform environmental assessments on such 
property. The Corporation expenses the cost of the assessments as incurred. The Corporation accrues the cost of 
remediation where its obligation is probable and such costs can be reasonably estimated. 


As of December 31, 2001, the Corporation has a liability of $172 million accrued for future environmental costs. The 
liability includes future costs for remediation and restoration of sites, as well as for ongoing monitoring costs, but excludes 
any anticipated recoveries from third parties. Cost estimates are based on information available for each site, financial 
viability of other potentially responsible parties, and existing technology, laws and regulations. The Corporation believes 
that it has adequately accrued for its ultimate share of costs at sites subject to joint and several liability. However, the 
ultimate liability for remediation is difficult to determine because of the number of potentially responsible parties 
involved, site-specific cost sharing arrangements with other potentially responsible parties, the degree of contamination 
by various wastes, the scarcity and quality of volumetric data related to many of the sites, and/or the speculative nature 
of remediation costs. The Corporation expects to pay out the majority of the December 31, 2001, environmental liability 
over the next five years, funded by cash generated from operations. The impact of current obligations is not expected 
to have a material adverse effect on the results of operations or financial condition of the Corporation. 


Purchase Obligations and Guarantees — The Corporation and its subsidiaries periodically enter into financial and other 
commitments in connection with their businesses. At December 31, 2001, the Corporation had unconditional purchase 
obligations of $547 million for the purchase of locomotives as part of the Corporation's multi-year capital asset 
acquisition plan. In addition, the Corporation was contingently liable for $270 million in guarantees and $45 million in 
letters of credit at December 31, 2001. These contingent guarantees were entered into in the normal course of business 
and include guaranteed obligations of affiliated operations. The Corporation is not aware of any existing event of default 
which would require it to satisfy these guarantees. 


Other — In December 2001, the Railroad entered into a synthetic operating lease arrangement to finance a new 
headquarters building which will be constructed in Omaha, Nebraska. The expected completion date of the building is 
2004. It will total approximately 1.1 million square feet with approximately 3,800 office workspaces. The cost to 
construct the new headquarters, including capitalized interest, is approximately $260 million. The Corporation has 
guaranteed the Railroad’s obligation under this lease. 


UPRR will be the construction agent for the lessor. Total building related costs incurred and drawn from the lease 
funding commitments as of December 31, 2001, were approximately $10 million. After construction is complete, the 
lease has an initial term of five years and provisions for renewal for an extended period subject to agreement between the 
Railroad and lessor. At any time during the lease, the Railroad may, at its option, purchase the building at approximately 
the amount expended by the lessor to construct the building. If the Railroad elects not to renew the lease or purchase 
the building, the Railroad has guaranteed a residual value of approximately $220 million. At December 31, 2001, the 
Railroad has guaranteed, under certain circumstances, a residual value of less than $10 million. 


Risk Factors — The Corporation's future results may be affected by changes in the economic environment, fluctuations 
in fuel prices, operational repercussions from any terrorist activities or government response thereto and external factors 
such as weather. Several of the commodities transported by both the Railroad and trucking segments come from 
industries with cyclical business operations. As a result, prolonged negative changes in the U.S. and global economic 
conditions can have an adverse effect on the Corporation's operating results. In addition, to the extent that diesel fuel 
costs are not recovered through increased revenue, improved fuel conservation or mitigated by hedging activity, operating 
results for the Railroad and trucking segments can also be adversely affected. 
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13. Other Income 


Other income included the following: 


Millions of Dollars 2001 2000 1999 
Net gain on non-operating asset ispOSitiONS.........cssseseseseseeseseeesesesesesesesesesesesees $133 $ 88 $ 74 
Renita Gomme siecscsscasssacsetsSelshekueeas eats Gages ies esta Go esa Saha aes nageka eh a gebs aaa eho es 89 75 63 
Interest [i COME: exccccecccevcsadecessasdccewciedeswecdsCesuecest sie suetendessutceeussatesew suet esescastabsecisbececsstine 12 ll 18 
OEE le bis sss aes eeteiese tsetse teseetclevedleteerstevssessie tu oelotvastedetelsteleteietedeloseselesecesetotaress devas (72) (44) (24) 
Teta, cacesscosaiccn se sebe ol sacs vaca su cose saa ve se sk ase Sa sa Seve soia dea v 0a da Sas Sh Se Lan LS SSC Esa Chae So Saw babu cea eaast $162 $130 $131 


14. Accounting Pronouncements 


In September 2000, the FASB issued Statement No. 140, “Accounting for Transfers and Servicing of Financial Assets and 
Extinguishments of Liabilities” (FAS 140), replacing FASB No. 125, “Accounting for Transfers and Servicing of Financial 
Assets and Extinguishments of Liabilities” (FAS 125). FAS 140 revises criteria for accounting for securitizations, other 
financial asset transfers and collateral and introduces new disclosures. FAS 140 was effective for fiscal 2000 with respect 
to the new disclosure requirements and amendments of the collateral provisions originally presented in FAS 125. All 
other provisions were effective for transfers of financial assets and extinguishments of liabilities occurring after March 
31, 2001. The provisions are to be applied prospectively with certain exceptions. The adoption of FAS 140 did not have 
a significant impact on the Corporation's Consolidated Financial Statements. 


In July 2001, the FASB issued Statement No. 141, "Business Combinations" (FAS 141). FAS 141 revises the method 
of accounting for business combinations and eliminates the pooling method of accounting. FAS 141 was effective for 
all business combinations that were initiated or completed after June 30, 2001. Management believes that FAS 141 will 
not have a material impact on the Corporation's Consolidated Financial Statements. 


Also in July 2001, the FASB issued Statement No. 142, "Goodwill and Other Intangible Assets" (FAS 142). FAS 142 
revises the method of accounting for goodwill and other intangible assets. FAS 142 eliminates the amortization of 
goodwill, but requires goodwill to be tested for impairment at least annually at a reporting unit level. FAS 142 is effective 
for the Corporation's fiscal year beginning January 1, 2002. Management believes that FAS 142 will not have a material 
impact on the Corporation's Consolidated Financial Statements. In accordance with FAS 142, the Corporation will 
eliminate annual goodwill amortization of $2 million. At December 31, 2001, the Corporation had $50 million of 
goodwill remaining. 


In August 2001, the FASB issued Statement No. 143, "Accounting for Asset Retirement Obligations" (FAS 143). FAS 
143 is effective for the Corporation's fiscal year beginning January 1, 2003, and requires the Corporation to record the 
fair value of a liability for an asset retirement obligation in the period in which it is incurred. Management is in the 
process of evaluating the impact this standard will have on the Corporation's Consolidated Financial Statements. 


In addition, in October 2001, the FASB issued Statement No. 144, "Accounting for the Impairment of Disposal of 
Long-Lived Assets" (FAS 144). FAS 144 replaces FASB Statement No. 121, "Accounting for the Impairment of Long- 
Lived Assets and for Long-Lived Assets to Be Disposed of' (FAS 121). FAS 144 develops one accounting model, based 
on the framework established in FAS 121, for long-lived assets to be disposed of by sale. The accounting model applies 
to all long-lived assets, including discontinued operations, and it replaces the provisions of APB Opinion No. 30, 
"Reporting Results of Operations-Reporting the Effects of Disposal of a Segment of a Business and Extraordinary, Unusual 
and Infrequently Occurring Events and Transactions," for disposal of segments of a business. FAS 144 requires that long- 
lived assets be measured at the lower of carrying amount or fair value less cost to sell, whether reported in continuing 
operations or in discontinued operations. FAS 144 also broadens the definition of discontinued operations. FAS 144 is 
effective for the Corporation's fiscal year beginning January 1, 2002. Management believes that FAS 144 will not have 
a material impact on the Corporation's Consolidated Financial Statements. 
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15. Work Force Reduction Plan 


Prompted by signs of an economic slowdown, the Corporation’s Board of Directors approved a work force reduction 
plan (the Plan) in the fourth quarter of 2000. The Plan called for the elimination of approximately 2,000 Railroad 
positions during 2001. In December 2001, the Plan was completed with positions eliminated through a combination of 
subsidized early retirements, involuntary layoffs and attrition. The Plan affected both agreement and non-agreement 
employees across the entire 23-state Railroad system. As of December 31, 2001, 2,021 positions had been eliminated in 
accordance with the Plan. Of those eliminations, 1,051 were made through subsidized early retirements and involuntary 
layoffs with the remaining coming through attrition. 


The Corporation accrued $115 million pre-tax or $72 million after-tax in the fourth quarter of 2000 for costs related 
to the Plan. The expense was charged to salaries, wages and employee benefits in the Corporation’s 2000 Consolidated 
Statements of Income. Plan liability activity in 2001 includes $49 million paid in cash or reclassified to contractual 
liabilities for severance benefits to 571 employees; $60 million of subsidized early retirement benefits covering 480 
employees; with the remaining $6 million charged back against salaries, wages and employee benefits in the Corporation's 
Consolidated Statements of Income. 


16. Selected Quarterly Data 


Selected unaudited quarterly data are as follows: 


Millions of Dollars, Except Per Share Amounts 


2001 Mar. 31 June 30 Sep. 30 Dec. 31 
Operating TEVENUECS..... eee eeteeseeesesesetstseesaeseeeeee $2,943 $2,998 $3,026 $3,006 
Operating INCOME........ccssesceseesetsesseesseesesesssseceneessees 439 494 574 565 
Nein COM iiciesiendssiuesrecntacteerecseaceseaseedsecaveveseboswtoes 181 243 267 275 
Per share - basic: 

INGE INCOME: fe ccccescnaesusescesskeonsbes dab ondaseeeetesdecvenkeniebace 0.73 0.98 1.08 1.10 
Per share - diluted: 

Netn GOI ee. cesitsecscadsieddastiossntoasasasdestizestreasetesatetiesss 0.72 0.95 1.04 1.06 
2000 Mar. 31 June 30 Sep. 30 Dec. 31[{a] 


Operating revenues $2,906 $2,966 $3,054 $2,952 
Operating INCOME.......ccecssseseseeesesesssseeseesesesseseceeeessees 452 542 570 339 
NetincOmes iiiisisiitidiiiaeiitiniia bd naleaianiie 185 244 256 157 
Per share - basic: 

NGERITICOMC paisieiscdesesssscciceue evessstevasseses asteieezesteadocauss 0.75 0.99 1.04 0.64 
Per share - diluted: 

Net income)... chen aeiccsasencdnuieaes 0.74 0.96 1.00 0.63 


[a] Included $115 million pre-tax ($72 million after-tax) work force reduction charge (see note 15). 


ees Bsbadabatatebabadsksbshatatatatetetebetaketatatatatetetetetatetatatatatetes 


Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 


None. 
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PART III 


Item 10. Directors and Executive Officers of the Registrant 


(a) Directors of Registrant. 
Information as to the names, ages, positions and offices with UPC, terms of office, periods of service, business 
experience during the past five years and certain other directorships held by each director or person nominated 
to become a director of UPC is set forth in the Election of Directors segment of the Proxy Statement and is 
incorporated herein by reference. 


(b) Executive Officers of Registrant. 


Information concerning the executive officers of UPC and its subsidiaries is presented in Part I of this Report 
under Executive Officers of the Registrant and Principal Executive Officers of Subsidiaries. 


(c) Section 16(a) Compliance. 
Information concerning compliance with Section 16(a) of the Securities Exchange Act of 1934 is set forth in the 
Section 16(a) Beneficial Ownership Reporting Compliance segment of the Proxy Statement and is incorporated 


herein by reference. 


Item 11. Executive Compensation 


Information concerning compensation received by UPC's directors and certain executive officers is presented in the 
Compensation of Directors, Report on Executive Compensation, Summary Compensation Table, Security Ownership 
of Management, Option/SAR Grants Table, Aggregated Option/SAR Exercises in Last Fiscal Year and FY-End 
Option/SAR Values Table, Defined Benefit Plans and Change-in-Control Arrangements segments of the Proxy Statement 
and is incorporated herein by reference. 


Item 12. Security Ownership of Certain Beneficial Owners and Management 


Information as to the number of shares of UPC's equity securities beneficially owned as of February 8, 2002, by each of 
its directors and nominees for director, its five most highly compensated executive officers, its directors and executive 
officers as a group and certain beneficial owners is set forth in the Election of Directors, Security Ownership of 
Management and Security Ownership of Certain Beneficial Owners segments of the Proxy Statement and is incorporated 
herein by reference. 


Item 13. Certain Relationships and Related Transactions 


Information on related transactions is set forth in the Certain Relationships and Related Transactions and Compensation 
Committee Interlocks and Insider Participation segments of the Proxy Statement and is incorporated herein by reference. 
The Corporation does not have any relationship with any outside third party which would enable such a party to negotiate 
terms of a material transaction that may not be available to, or available from, other parties on an arm's-length basis. 
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PART IV 


Item 14. Exhibits, Financial Statement Schedules and Reports on Form 8-K 


(a) 


(b) 


Financial Statements, Financial Statement Schedules and Exhibits: 


(1) 


(2) 


(3) 


Financial Statements 


The financial statements filed as part of this filing are listed on the index to Consolidated Financial 
Statements, Item 8, on page 30. 


Financial Statement Schedules 

Schedule II — Valuation and Qualifying Accounts 

Schedules not listed above have been omitted because they are not applicable or not required or the 
information required to be set forth therein is included in the Consolidated Financial Statements, Item 
8, or notes thereto. 

Exhibits 

Exhibits are listed in the exhibit index on page 60. The exhibits include management contracts, 


compensatory plans and arrangements required to be filed as exhibits to the Form 10-K by Item 601 (10) 
(iii) of Regulation S-K. 


Reports on Form 8-K 


On October 16, 2001, UPC filed a Current Report on Form 8-K announcing the Agreement and Plan of Merger 
by and among Motor Cargo Industries, Inc., Union Pacific Corporation and Motor Merger Co. 


On October 18, 2001, UPC filed a Current Report on Form 8-K announcing UPC's financial results for the 
third quarter of 2001. 


On January 24, 2002, UPC filed a Current Report on Form 8-K announcing UPC's financial results for the 
fourth quarter of 2001. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused 
this report to be signed on its behalf by the undersigned, thereunto duly authorized, on this 4th day of March, 2002. 


UNION PACIFIC CORPORATION 


By /s/ Richard K. Davidson 
Richard K. Davidson, Chairman, 
President, Chief Executive 
Officer and Director 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below, on this 4th day 
of March, 2002, by the following persons on behalf of the registrant and in the capacities indicated. 


PRINCIPAL EXECUTIVE OFFICER 
AND DIRECTOR: 


/s/ Richard K. Davidson 

Richard K. Davidson, Chairman, 
President, Chief Executive 
Officer and Director 


PRINCIPAL FINANCIAL OFFICER: 


/s/ James R. Young 


James R. Young, 
Executive Vice President—Finance 


PRINCIPAL ACCOUNTING OFFICER: 
/s/ Richard J. Putz 


Richard J. Putz, 
Vice President and Controller 


DIRECTORS: 

Philip F. Anschutz* Elbridge T. Gerry, Jr.* 

E. Virgil Conway* Judith Richards Hope* 

Thomas J. Donohue* Richard J. Mahoney* 

Archie W. Dunham* Steven R. Rogel* 

Spencer F. Eccles* Richard D. Simmons* 

Ivor J. Evans* Ernesto Zedillo Ponce de Leon* 


* By_/s/ Thomas E. Whitaker 
Thomas E. Whitaker, Attorney-in-fact 
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SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS 
Union Pacific Corporation and Subsidiary Companies 


Millions of Dollars, for the Years Ended December 31, 2001 2000 1999 
Allowance for doubtful accounts: 
Balance, beginning Of period .....cceesesesesesesssesesesssessseseseaeaesees $ 139 $ 135 $ 110 
Charged:tO.expPerise vss sais discrisstiaseenseeedeersserseenseessecrseerseersesedberdeesoversice 92 70 79 
Deductions wii siiarecisseistesseviotssvieasde tote <te osedaediseareatesteeetotedaseuesnesiovtes (81) (66) (54) 
Balance,<end: of period ‘sc.ccecsedeseccsscusecctscebscessdertendaccteceuacesterdecatiecteseeceret tees $ 150 $ 139 $ 135 
Accrued casualty costs: 
Balance, beginning Of Pperid ...... i eeesesseseeeseseeceeeesseseeeeasseseneeaseeees $1,243 $1,319 $1,395 
Charged to.expense isis cass cvsdcnensnda onda sadn onencnezcnsa crea cnensnen cnsgctea cnenstencneesees 376 360 378 
DEdU CONS: ssieststatisastaiaiteite dh Seise oho ihc as oko ais (471) (436) (454) 
Balatice;, end: of period sic .ticiceunt hia stelecee tees neisitinneentia ne aipateranierenaaets $1,148 $1,243 $1,319 
Accrued casualty costs are presented in the Consolidated Statements 
of Financial Position as follows: 
HUTT ENNC ss sctesctussttascpeeies Soeviaas Peatons Peete soes esse $ 398 $ 409 $ 385 
DONS HCCLIM oi. ssciuil selec ON Bec eds Sin abe ahs Oba ak abies eee 750 834 934 
Balance; end Of period ies. csczcacscsticsubeccicscacitosaniuacachencbessessannuncecitecacsesbacsabues $1,148 $1,243 $1,319 
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Union Pacific Corporation 


Exhibit Index 


Exhibit No. 


Filed with this Statement 


12 
21 
23 
24 


Incorporated by Reference 


3(a) 


3(b) 


4(a) 


4(b) 


10(a) 


Description 


Ratio of Earnings to Fixed Charges. 


List of the Corporation's significant subsidiaries and their respective states of incorporation. 


Independent Auditors’ Consent. 


Powers of attorney executed by the directors of UPC. 


Revised Articles of Incorporation of UPC, as amended through April 25, 1996, are 
incorporated herein by reference to Exhibit 3 to the Corporation's Quarterly Report on Form 
10-Q for the quarter ended March 31, 1996. 


By-Laws of UPC, as amended effective as of November 19, 1998, are incorporated herein by 
reference to Exhibit 3.1 to the Corporation's Current Report on Form 8-K filed November 
25, 1998. 


Indenture, dated as of December 20, 1996, between UPC and Citibank, N.A., as Trustee, is 
incorporated herein by reference to Exhibit 4.1 to UPC's Registration Statement on Form S-3 
(No. 333-18345). 


Indenture, dated as of April 1, 1999, between UPC and The Chase Manhattan Bank, as Trustee, 
is incorporated herein by reference to Exhibit 4.2 to UPC's Registration Statement on Form 
S-3 (No. 333-75989). 


Form of Debt Security is incorporated herein by reference to Exhibit 4.3 to UPC's Registration 
Statement on Form S-3 (No. 33-59323). 


Certain instruments evidencing long-term indebtedness of UPC are not filed as exhibits 
because the total amount of securities authorized under any single such instrument does not 
exceed 10% of the Corporation's total consolidated assets. UPC agrees to furnish the 
Commission with a copy of any such instrument upon request by the Commission. 


Amended and Restated Anschutz Shareholders Agreement, dated as of July 12, 1996, among 
UPC, UPRR, The Anschutz Corporation (TAC), Anschutz Foundation (the Foundation) and 
Mr. Philip F. Anschutz, is incorporated herein by reference to Annex D to the Joint Proxy 
Statement/Prospectus included in Post-Effective Amendment No. 2 to UPC's Registration 
Statement on Form S-4 (No. 33-64707). 
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10(b) 


10(c) 


10(d) 


10(e) 


10(f) 


10(g) 


10(h) 


10(i) 


10(j) 


10(k) 


10(1) 


10(m) 


Amended and Restated Registration Rights Agreement, dated as of July 12, 1996, among UPC, 
TAC and the Foundation is incorporated herein by reference to Annex H to the Joint Proxy 
Statement/Prospectus included in Post-Effective Amendment No. 2 to UPC's Registration 
Statement on Form S-4 (No. 33-64707). 


Amended and Restated Registration Rights Agreement, dated as of July 12, 1996, among UPC, 
UP Holding Company, Inc., Union Pacific Merger Co. and Southern Pacific Rail Corporation 
(SP) is incorporated herein by reference to Annex J to the Joint Proxy Statement/Prospectus 
included in Post-Effective Amendment No. 2 to UPC's Registration Statement on Form S-4 
(No. 33-64707). 


Agreement, dated September 25, 1995, among UPC, UPRR, Missouri Pacific Railroad 
Company (MPRR), SP, Southern Pacific Transportation Company (SPT), The Denver & Rio 
Grande Western Railroad Company (D&RGW), St. Louis Southwestern Railway Company 
(SLSRC) and SPCSL Corp. (SPCSL), on the one hand, and Burlington Northern Railroad 
Company (BN) and The Atchison, Topeka and Santa Fe Railway Company (Santa Fe), on the 
other hand, is incorporated by reference to Exhibit 10.11 to UPC's Registration Statement on 
Form S-4 (No. 33-64707). 


Supplemental Agreement, dated November 18, 1995, between UPC, UPRR, MPRR, SP, SPT, 
D&RGW, SLSRC and SPCSL, on the one hand, and BN and Santa Fe, on the other hand, is 
incorporated herein by reference to Exhibit 10.12 to UPC's Registration Statement on Form 
S-4 (No. 33-64707). 


UPC 2001 Stock Incentive Plan, dated April 20, 2001, is incorporated herein by reference to 
Exhibit 99 to the UPC's Current Report on Form 8-K dated March 8, 2001. 


UP Shares Stock Option Plan of UPC, effective April 30, 1998, is incorporated herein by 
reference to Exhibit 4.3 to UPC's Registration Statement on Form S-8 (No. 333-57958). 


The Executive Incentive Plan of UPC, as amended May 31, 2001, is incorporated herein by 
reference to Exhibit 10(b) to the Corporation's Quarterly Report on Form 10-Q for the 
quarter ended June 30, 2001. 


The Executive Stock Purchase Incentive Plan of UPC, as amended November 16, 2000, is 
incorporated herein by reference to Exhibit 10(g) to the Corporation's Annual Report on 
Form 10-K for the year ended December 31, 2000. 


Written Description of Premium Exchange Program Pursuant to 1993 Stock Option and 
Retention Stock Plan of UPC is incorporated herein by reference to Exhibit 10(b) to the 
Corporation’s Quarterly Report on Form 10-Q for the quarter ended September 30, 1999. 


The Supplemental Pension Plan for Officers and Managers of UPC and Affiliates, as amended 
and restated, is incorporated herein by reference to Exhibit 10(d) to the Corporation's Annual 
Report on Form 10-K for the year ended December 31, 1993. 


The 1988 Stock Option and Restricted Stock Plan of UPC, as amended November 16, 2000, 
is incorporated herein by reference to Exhibit 10(1) to the Corporation's Annual Report on 
Form 10-K for the year ended December 31, 2000. 


The 1993 Stock Option and Retention Stock Plan of UPC, as amended January 25, 2001, is 


incorporated herein by reference to Exhibit 10(m) to the Corporation's Annual Report on 
Form 10-K for the year ended December 31, 2000. 
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10(n) 


10(0) 


10(p) 


10(q) 


10(r) 


10(s) 


10(t) 


10(u) 


UPC 2000 Directors Stock Plan is incorporated herein by reference to Exhibit 99 to UPC’s 
Current Report on Form 8-K filed March 9, 2000. 


UPC Key Employee Continuity Plan dated November 16, 2000, is incorporated herein by 
reference to Exhibit 10(0) to the Corporation's Annual Report on Form 10-K for the year 
ended December 31, 2000. 


The Pension Plan for Non-Employee Directors of UPC, as amended January 25, 1996, is 
incorporated herein by reference to Exhibit 10(w) to the Corporation's Annual Report on 
Form 10-K for the year ended December 31, 1995. 


The Executive Life Insurance Plan of UPC, as amended October 1997, is incorporated herein 
by reference to Exhibit 10(t) to the Corporation's Annual Report on Form 10-K for the year 
ended December 31, 1997. 


The UPC Stock Unit Grant and Deferred Compensation Plan for the Board of Directors, as 
amended May 27, 2001, is incorporated herein by reference to Exhibit 10(a) to the 
Corporation's Quarterly Report on Form 10-Q for the quarter ended June 30, 2001. 


Charitable Contribution Plan for Non-Employee Directors of Union Pacific Corporation is 
incorporated herein by reference to Exhibit 10(z) to the Corporation's Annual Report on 
Form 10-K for the year ended December 31, 1995. 


Written Description of Other Executive Compensation Arrangements of Union Pacific 
Corporation is incorporated herein by reference to Exhibit 10(q) to the Corporation's Annual 
Report on Form 10-K for the year ended December 31, 1998. 


Form of 2001 Long Term Plan Stock Unit and Cash Award Agreement dated January 25, 2001, 


is incorporated herein by reference to Exhibit 10(u) to the Corporation's Annual Report of 
Form 10-K for the year ended December 31, 2000. 
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Exhibit 12 


RATIO OF EARNINGS TO FIXED CHARGES 
Union Pacific Corporation and Subsidiary Companies 


Millions of Dollars, Except for Ratio 2001 2000 1999 1998 [a] [b] 1997 
Earnings from continuing operations............... $ 966 $ 842 $ 783 $(633) $ 432 
Undistributed equity earnings... eee (48) 24 (45) (44) (37) 
Deze pr tanueattc igi scans tuasgaclartbaatoetie 918 866 738 (677) 395 
INCOME. tAXCS veiicscacsstcashessheschcstessiaachaser etbiaeenechens 567 468 419 (63) 244 
Fixed charges: 
Interest expense including 
amortization of debt discount... 701 723 733 714 605 
Portion of rentals representing an interest 
PACCOT 5s ead caédebaachesceed ans seapesceasstegenssenecemcathens 42 174 186 181 166 
TO tal crass ces cidheidscheseies transience aderdacecententa conees decane 743 897 919 895 771 
Earnings available for fixed charges ........ eee $2,228 $2,231 $2,076 $ 155 $1,410 
Fixed charges aS aDOV€ ......ceceesesceeeeseseseseeeseeees $ 743 $ 897 $ 919 $ 895 $ 771 
Ratio of earnings to fixed charges... 3.0 2.5 2.3 0.2 1.8 


[a] Excluding the impact of the one-time goodwill charge of $547 million pre- and after-tax in 1998, the ratio of earnings to fixed 
charges would have been 0.8. 
[b] 1998 earnings were inadequate to cover fixed charges by $740 million. 
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Exhibit 21 


SIGNIFICANT SUBSIDIARIES OF UNION PACIFIC CORPORATION 


State of 
Name of Corporation Incorporation 
Union Pacific Railroad Company ......cccesssssssesssesesesesssessssssssssssssssssssssssssesssesssssessseseees Delaware 
Southern Pacific Rail Corporation... cece cece cece eeeseseseseeeeeeeseeeseseseseseseeeeeeeseeenes Utah 
Overnite Transportation COMpany ........ccccsesesseseessessessessessessssscssssssseescsssssesscssessenesssesees Virginia 
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Exhibit 23 


INDEPENDENT AUDITORS' CONSENT 


We consent to the incorporation by reference in Post-Effective Amendment No. 1 to Registration Statement No. 2-79663, 
Post-Effective Amendment No. 1 to Registration Statement No. 33-12513, Registration Statement No. 33-18877, 
Registration Statement No. 33-22106, Registration Statement No. 33-44236, Registration Statement No. 33-53968, 
Registration Statement No. 33-49785, Registration Statement No. 33-49849, Registration Statement No. 33-51071, 
Registration Statement No. 33-51735, Registration Statement No. 33-58563, Registration Statement No. 333-10797, 
Registration Statement No. 333-13115, Registration Statement No. 333-16563, Registration Statement No. 333-88225, 
Registration Statement No. 333-88709, Registration Statement No. 333-57958, Registration Statement No. 333-61856 
and Registration Statement No. 333-42768 on Forms S-8 and Registration Statement No. 333-18345, Registration 
Statement No. 333-54009, Registration Statement No. 333-75989, Registration Statement No. 333-62536 and Post- 
Effective Amendment No. 1 to Registration Statement No. 333-51617 on Forms S-3 of our report dated January 24, 2002, 
appearing in this Annual Report on Form 10-K of Union Pacific Corporation for the year ended December 31, 2001. 


/s/ Deloitte & Touche LLP 
DELOITTE & TOUCHE LLP 


Omaha, Nebraska 
March 4, 2002 
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Exhibit 24 


UNION PACIFIC CORPORATION 
Powers of Attorney 


I, the undersigned, a director of Union Pacific Corporation, a Utah Corporation (the Corporation), do hereby appoint 
each of James R. Young, Carl W. von Bernuth and Thomas E. Whitaker my true and lawful attorney-in-fact and agent, 
to sign on my behalf the Corporation's Annual Report on Form 10-K for the year ended December 31, 2001, and any and 
all amendments thereto, and to file the same, with all exhibits thereto, with the Securities and Exchange Commission. 


IN WITNESS WHEREOF, I have executed this Power of Attorney as of January 31, 2002. 


/s/ PHILIP F. ANSCHUTZ 
Philip F. Anschutz 


I, the undersigned, a director of Union Pacific Corporation, a Utah Corporation (the Corporation), do hereby appoint 
each of James R. Young, Carl W. von Bernuth and Thomas E. Whitaker my true and lawful attorney-in-fact and agent, 
to sign on my behalf the Corporation's Annual Report on Form 10-K for the year ended December 31, 2001, and any and 
all amendments thereto, and to file the same, with all exhibits thereto, with the Securities and Exchange Commission. 


IN WITNESS WHEREOF, I have executed this Power of Attorney as of January 31, 2002. 


/s/ E. VIRGIL CONWAY 
E. Virgil Conway 


I, the undersigned, a director of Union Pacific Corporation, a Utah Corporation (the Corporation), do hereby appoint 
each of James R. Young, Carl W. von Bernuth and Thomas E. Whitaker my true and lawful attorney-in-fact and agent, 
to sign on my behalf the Corporation's Annual Report on Form 10-K for the year ended December 31, 2001, and any and 
all amendments thereto, and to file the same, with all exhibits thereto, with the Securities and Exchange Commission. 


IN WITNESS WHEREOF, I have executed this Power of Attorney as of January 31, 2002. 


/s/ THOMAS J. DONOHUE 
Thomas J. Donohue 


I, the undersigned, a director of Union Pacific Corporation, a Utah Corporation (the Corporation), do hereby appoint 
each of James R. Young, Carl W. von Bernuth and Thomas E. Whitaker my true and lawful attorney-in-fact and agent, 
to sign on my behalf the Corporation's Annual Report on Form 10-K for the year ended December 31, 2001, and any and 
all amendments thereto, and to file the same, with all exhibits thereto, with the Securities and Exchange Commission. 


IN WITNESS WHEREOF, I have executed this Power of Attorney as of January 31, 2002. 


/s/ ARCHIE W. DUNHAM 
Archie W. Dunham 
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I, the undersigned, a director of Union Pacific Corporation, a Utah Corporation (the Corporation), do hereby appoint 
each of James R. Young, Carl W. von Bernuth and Thomas E. Whitaker my true and lawful attorney-in-fact and agent, 
to sign on my behalf the Corporation's Annual Report on Form 10-K for the year ended December 31, 2001, and any and 
all amendments thereto, and to file the same, with all exhibits thereto, with the Securities and Exchange Commission. 


IN WITNESS WHEREOF, I have executed this Power of Attorney as of January 31, 2002. 


/s| SPENCER F. ECCLES 
Spencer F. Eccles 


I, the undersigned, a director of Union Pacific Corporation, a Utah Corporation (the Corporation), do hereby appoint 
each of James R. Young, Carl W. von Bernuth and Thomas E. Whitaker my true and lawful attorney-in-fact and agent, 
to sign on my behalf the Corporation's Annual Report on Form 10-K for the year ended December 31, 2001, and any and 
all amendments thereto, and to file the same, with all exhibits thereto, with the Securities and Exchange Commission. 


IN WITNESS WHEREOF, I have executed this Power of Attorney as of January 31, 2002. 


/s/ VOR J. EVANS 
Ivor J. Evans 


I, the undersigned, a director of Union Pacific Corporation, a Utah Corporation (the Corporation), do hereby appoint 
each of James R. Young, Carl W. von Bernuth and Thomas E. Whitaker my true and lawful attorney-in-fact and agent, 
to sign on my behalf the Corporation's Annual Report on Form 10-K for the year ended December 31, 2001, and any and 
all amendments thereto, and to file the same, with all exhibits thereto, with the Securities and Exchange Commission. 


IN WITNESS WHEREOF, I have executed this Power of Attorney as of January 31, 2002. 


/s/ ELBRIDGE T. GERRY, JR. 
Elbridge T. Gerry, Jr. 


I, the undersigned, a director of Union Pacific Corporation, a Utah Corporation (the Corporation), do hereby appoint 
each of James R. Young, Carl W. von Bernuth and Thomas E. Whitaker my true and lawful attorney-in-fact and agent, 
to sign on my behalf the Corporation's Annual Report on Form 10-K for the year ended December 31, 2001, and any and 
all amendments thereto, and to file the same, with all exhibits thereto, with the Securities and Exchange Commission. 


IN WITNESS WHEREOF, I have executed this Power of Attorney as of January 31, 2002. 


/s/ JUDITH RICHARDS HOPE 
Judith Richards Hope 


I, the undersigned, a director of Union Pacific Corporation, a Utah Corporation (the Corporation), do hereby appoint 
each of James R. Young, Carl W. von Bernuth and Thomas E. Whitaker my true and lawful attorney-in-fact and agent, 
to sign on my behalf the Corporation's Annual Report on Form 10-K for the year ended December 31, 2001, and any and 
all amendments thereto, and to file the same, with all exhibits thereto, with the Securities and Exchange Commission. 


IN WITNESS WHEREOF, I have executed this Power of Attorney as of January 31, 2002. 


/s/ RICHARD J. MAHONEY 
Richard J. Mahoney 
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I, the undersigned, a director of Union Pacific Corporation, a Utah Corporation (the Corporation), do hereby appoint 
each of James R. Young, Carl W. von Bernuth and Thomas E. Whitaker my true and lawful attorney-in-fact and agent, 
to sign on my behalf the Corporation's Annual Report on Form 10-K for the year ended December 31, 2001, and any and 
all amendments thereto, and to file the same, with all exhibits thereto, with the Securities and Exchange Commission. 


IN WITNESS WHEREOF, I have executed this Power of Attorney as of January 31, 2002. 


/s| STEVEN R. ROGEL 
Steve R. Rogel 


I, the undersigned, a director of Union Pacific Corporation, a Utah Corporation (the Corporation), do hereby appoint 
each of James R. Young, Carl W. von Bernuth and Thomas E. Whitaker my true and lawful attorney-in-fact and agent, 
to sign on my behalf the Corporation's Annual Report on Form 10-K for the year ended December 31, 2001, and any and 
all amendments thereto, and to file the same, with all exhibits thereto, with the Securities and Exchange Commission. 


IN WITNESS WHEREOF, I have executed this Power of Attorney as of January 31, 2002. 


/s/ RICHARD D. SIMMONS 
Richard D. Simmons 


I, the undersigned, a director of Union Pacific Corporation, a Utah Corporation (the Corporation), do hereby appoint 
each of James R. Young, Carl W. von Bernuth and Thomas E. Whitaker my true and lawful attorney-in-fact and agent, 
to sign on my behalf the Corporation's Annual Report on Form 10-K for the year ended December 31, 2001, and any and 
all amendments thereto, and to file the same, with all exhibits thereto, with the Securities and Exchange Commission. 


IN WITNESS WHEREOF, I have executed this Power of Attorney as of January 31, 2002. 


/s/ ERNESTO ZEDILLO PONCE DE LEON 
Ernesto Zedillo Ponce De Leon 
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Design: Inside Out Design, NYC. Major photography: Ovak Arslanian. 


1416 Dodge Street, Room 1230 
Omaha, NE 68179 

(402) 271-5777 
http://www.up.com 


1416 Dodge Street 
Omaha, NE 68179 
http://www.uprr.com 


1000 Semmes Avenue 

PO Box 1216 

Richmond, VA 23218-1216 
http://www.overnite.com 


600 13th Street, N.W. 
Suite 340 
Washington, D.C. 20005 


Computershare Investor Services, LLC 


For US mail 
PO Box 1689 
Chicago, IL 60690 


For express service deliveries 
2 North LaSalle Street 
Chicago, IL 60602 


Most questions regarding your account 
may be answered by contacting the auto- 
mated Computershare Investor Services 
Help Line at (800) 317-2512 from your 
touch-tone phone, 24 hours a day, 7 days 
a week. Service representatives are avail- 
able on the Help Line from 8:30 a.m. to 
5:00 p.m. Central Time, Monday through 
Friday. You may also write to Computer- 
share at the appropriate address above, or 
you may contact Computershare online at 
http://www-us.computershare.com. 


New York Stock Exchange 
Ticker Symbol: UNP 


April 19, 2002, 8:30 a.m. 
Little America Hotel 
500 South Main Street 
Salt Lake City, UT 


Copies of the Corporation’s 2001 Annual 
Report or the report, “Commitment to 
Diversity,’ may be obtained by writing to: 


Secretary 

Union Pacific Corporation 
1416 Dodge Street, Room 1230 
Omaha, NE 68179 


Media and public relations inquiries 
should be directed to Corporate Relations 
at the Corporation’s address, or call 

(402) 271-3475. 


Investors and financial analysts can 
contact Investor Relations in Omaha or 
call (402) 271-4227 or (877) 547-7261. 


Individual shareholder questions 

should be directed to the Corporation’s 
Transfer Agent as listed at left. News 
releases, investor fact books and other 
general information about Union Pacific 
are also available on the Internet at 
http://www.up.com. 


Securities and Exchange Commission 
(SEC) filings covering quarterly and 
annual earnings information may be 
obtained by telephoning or writing the 
Corporation’s Transfer Agent as listed at 
left. They are also available on the 
Internet at http://www.up.com or from 
the SEC at http://www.sec.gov. 


The trademarks and trade names of the companies 
featured herein are used with permission. 


Ww 
" 


\S Se 


te 
KX) 
# > het 
Sr EF 


(iit BUILDING AMERICA” 


